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: GET AUTOMATION WITH DUAL PRINTIN 
BURROUGHS SERIES F-5000 UTILITY BILLING MACHINE 


Here, for new efficiency, is the first fully automatic utility billing 
machine with dual printing. Results: you get automatic, simultaneous 
wowed of identical figures on two original records, such as bill and 
edger or stub-bills. And you get these bonus benefits: 


It’s fully automatic—provides balances, plus and minus subtotals and 
totals, dates. Also equipped with automatic carriage position control 
of addition, subtraction, non-addition, subtotaling and totaling. 

It’s flexible—you switch from job to job at the flick of a knob. Pay- 
roll, Accounts Payable, and other special accounting records can be 
assigned to this machine also. 

It’s fast—no extra operator decisions to make, no extra keys to punch. 
Single motor bar operation for 90% of all entries. Complete keyboard 
control of error correction. Fixed limit form alignment. 

See the Series F-5000 in action. Phone our nearby branch. Or write 
Burroughs Corporation, Detroit 32, Michigan. Burroughs—TM 


BA Burroughs Corporation 


Burroughs 


& “NEW DIMENSIONS / in electronics and data processing systems” 
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The Washington office of 


Commonwealth 


SERVICES INC. 


is at 1612 K Street, N.W. 
Telephone: STerling 3-3363 


You are invited to visit this office, in 
the City Bank Building. Here our staff 
is available to assist you with your Wash- 
ington affairs, including: 


F.P.C., S.E.C. and other regulatory 
matters. 


Economic feasibility reports to 
support financing. 
Rate studies and analyses. 


Expert testimony. 


In serving clients, Ralph S. Orme, 
Robert W. Chapin and Peter C. Townsend 
of our Washington staff are reinforced by 
over 750 people in our national organ- 
ization of management consultants and 
engineers, which includes our affiliate, 
Commonwealth Associates Inc. of Jack- 
son, Michigan. 


Other Commonwealth offices: 


300 Park Avenue 


Murray Hill 8-1800 STate 4-6111 


HOUSTON 2, TEXAS 


M & M Building 
1 Main Street 


CApital 2-9171 


JACKSON, MICHIGAN 
209 East Washington Avenue 


P.U.R. EXECUTIVE 


Information 


Service 


A fast-reading, weekly letter 
from Washington, devoted 
to developments in the Na- 
tion's Capital and state news 
of national significance af- 
fecting Public Utilities. 


Dependable forecasts of 
what lies ahead in the utility 
field. 


Annual Subscription $50 


Public Utilities Reports, Inc. 


332 Pennsylvania Bldg. 
Washington 4, D. C. 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


GrorGE A. MurPHY, Chairman of the Board 


vital Funds over $145,000;000 One Wall Street, New York 15, N.Y. Total Assets over $1,700,000,000 


E. PETERSEN, President 


Public Utilities Department—JOHN F. Cups, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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a recurrent conflict resulting from 
overlapping federal and state juris- 
diction is certainly no novelty in the regu- 
latory field. Just as in the case of labor 
regulation, pure food and drugs, taxation, 
and a host of other areas, public utility 
regulation has witnessed a good bit of 
argument about interstate versus intra- 
state commerce and who has authority to 
do what. 


But we never thought that an argu- 
ment of this kind would ever get to the 
point of possible criminal prosecution. 
Yet that is what happened recently in 
Congress when the House voted a recom- 
mendation of its Judiciary Committee 
that the three top officials of the Port of 
New York Authority should be cited for 
contempt of Congress for simply follow- 
ing orders of their own superiors. 


THIS controversy centers in that pro- 


_vision of the Constitution which au- 


thorizes two or more states to agree to a 
compact—with congressional permission. 
Congress gave such permission way back 
in 1921 to the states of New York and 
New Jersey to set up a bistate compact 
under which the Port of New York Au- 
thority operates. Now Representative 
Celler’s subcommittee is investigating the 


J. O. BRICE 


ROBERT C. WOODBURY 


operation of the authority and has asked 
for the records of that agency. The au- 
thority has refused to submit certain rec- 
ords which it did not think the Congress 
had any right to see. Does this make the 
state officials subject to contempt and 
possible jail sentences? 


It may be that the United State Su- 
preme Court will be called upon to de- 
cide where federal jurisdiction stops and 
state sovereignty begins in the field con- 
trolled by the operation of bistate com- 
pacts. With the adoption of the compact 
authority type of agency being looked 
upon with more and more favor in situa- 
tions involving the interests of more than 
one state, it will be important to get such 
questions straightened out soon. 


gree uses of atomic energy and the 
development of nuclear power plants 
by electric utility companies and others 
in collaboration with the Atomic Energy 
Commission are likely to produce yet an- 
other field in which state regulatory in- 
terests may have to be clarified. But so 
far the AEC has managed to go about 
its complicated work without starting any 
arguments with state regulatory authori- 
ties. Indeed, the AEC to date seems to 
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hrouhout its service territory—in Ohio, THE COLUMB 


\vania, West Virginia, Kentucky, 
irgini:, Maryland and southern New ) 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 


ork -. natural gas continues to be the AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 


PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT 
eferied fuel for home and industry. PANY, 800 UNION TRUST BLDG, PITTSBURGH 19, PA. 


SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
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have taken the lead in seeking the co- 
operation and assistance of state authori- 
ties in the development of such projects. 


THE time is not far off, however, when 
the state commissions will have to take 
a look at investments being made by regu- 
lated electric utility companies in electric 
generating plants which are not eco- 
nomically competitive. How much can 
be written off to development and re- 
search on a project when the cost of pro- 
ducing power is expected in advance to 
exceed the cost of producing it by con- 
ventional fuel? Aside from regulatory 
considerations from the standpoint of the 
ratepayers and utility customers, there is 
the standpoint of the investors which will 
have to be considered. 


THE opening article in this issue comes 
to us from Rosert C. Woopsury, New 
York attorney and engineer, formerly as- 
sociated as an AEC expert with Army 
nuclear programs. He feels that many 
projects and plans now being completed 
or under way by private companies will 
demonstrate that this nation is not falling 
behind in developing nuclear energy. Mr. 
Woopsury is a native of New York state 
and a graduate engineer of Rensselaer 
Polytechnic Institute (’50), and a law 
graduate from Cornell (’53). He has 
been employed at Oak Ridge and by 
Stone & Webster Engineering Corpora- 


tion for the Niagara-Mohawk Power ° 


Corporation. He was chief of the gas- 
cooled reactor program for the Army Re- 


E, F. DOWNS 


PAGES WITH THE EDITORS (Continued) 


actors Branch, Germantown (1957-59). 
He is now associated with the New York 
city law firm of Pennie, Edmonds, Mor- 
ton, Barrows, and Taylor. 


* 


yea to our usual policy, the edi- 
tors have accepted a second discus- 
sion on public mass transportation within 
three months, titled ““An Answer to the 
Highway Fiasco” (beginning page 367). 
The author, a seeming newcomer to these 
pages, is E. F. Downs of Chicago, who 
contributed a series of thought-provoking 
studies on transportation economics near- 
ly twenty years ago. Throughout the 
decades of the New Deal, Fair Deal, etc., 
Mr. Downs has adhered to an economic 
philosophy learned in public utilities; 
namely, that “outgo less than income 
equals horse sense; outgo more than in- 
come equals nonsense.” 


Mr. Downs’ background in design, 
system planning, and consulting capaci- 
ties for electric, gas, and transportation 
utilities furnishes a unique insight to 
financial problems confronting investor- 
owned enterprises. Transportation studies 
made during the many years in which 
he has been known as engineer-statisti- 
cian in the Chicago area have earned him 
the reputation of being one of the best- 
informed men in the nation on trans- 
portation economics. 


* * 


O. Brice, author of the article on 

* “The Regulatory Commission and 
the Press,” beginning on page 379, is the 
press and informational representative of 
the public utility commissioner of Ore- 
gon. He isa native Oregonian who started 
with the United Press prior to World 
War II, in which he was a military pilot. 
He also has a background of specializing 
in transportation news magazine articles, 
mainly covering the western states. 


THE next number of this magazine 
will be out September 29th. 


ar 
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Which Pioneer service do you need 
to complement your own staff? 


DESIGN AND CONSULTING ENGINEERING SERVICES 


Pioneer specializes in designing power plants and offers design service for fossil 
fuel, hydro and atomic plants. It will also assist in forecasting load growth, in 
site selection, in purchasing and expediting of equipment and construction 
management. Pioneer’s other services include substation, transmission and 
distribution studies and design. 


SERVICES IN REGULATORY MATTERS 


Pioneer offers its services in all phases of Federal, State and local utility regula- 
tion, including natural gas and electric rate matters, certificate proceedings, 
licensed project accounting requirements, depreciation studies for rate case 
und income tax purposes, cost allocations and special studies. 


CORPORATE SERVICES 


Uioneer offers its services as business and management consultants; stock transfer 
and dividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet ‘‘pronEERING NEW HORIZONS IN POWER”? 


Serving Electric Utilities and 
‘Industrial Power Users Since 1902 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET ¢ CHICAGO 4, ILLINOIS 
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COMMON DOLLAR ACCOUNTING AND 
THE RATE BASE 

Earl A. Spiller, Jr., assistant professor of accounting at Wash- 
ington University, St. Louis, Missouri, has given some thought 
to regulatory devices which would permit public utility com- 
panies to recover their operating costs in terms of equivalents 
based on the purchasing power of the present-day dollar. He 
suggests the use of a “purchasing power rate base” which the 
regulatory commissions could employ. Dr. Spiller believes 
that the return on utility investment is inaccurately stated if 
changes in the value of the dollar unit are ignored. 


THE FPC AND INDUSTRY CONTACTS 

The 86th Congress has adjourned its second session without 
action on a number of so-called regulatory reform bills growing 
out of the investigation and criticisms of federal commissions 
developed by the House Legislative Oversight Subcommittee. 
Some of these proposals were pretty far-reaching. A favorite 
target was the so-called off-the-record contact between com- 
missioners or staff and interested parties or their representa- 
tives. Contrary to what was widely argued in the press in 
connection with these so-called improper contacts, Robert B. 
Eckles, of the Department of History, Government, and 
Philosophy at Purdue University, believes that personal con- 
tacts are really vital to settling cases wisely and well. He 
believes that more contacts, not less, are needed to accomplish 
proper objectives of utility regulation by the commissions, 


NEW IDEAS ABOUT ANNUAL REPORTS 


Once upon a time the annual report was a perfunctory and 
often dry statistical summary of a company’s financial status 
and operations. But in recent years it has been recognized that 
the annual report provides an opportunity for very persuasive 
communication, not only with the investor for whom it is 
primarily intended, but with others—employees, consumers, 
regulatory authorities, and the public at large. In this double- 
feature article, two different techniques for improving the 
appeal of the utility company’s annual report are discussed. 
Robert D. Yeomans, secretary of The Washington Water Pow- 
er Company of Spokane, Washington, tells about various 
textual improvements which have resulted in winning awards 
for that company. Willard F. Stanley, financial expert, dis- 
cusses the “newspaper” annual report—a novel format for such 
documents. 


AND IN ADDITION .. . . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. 
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GROWING PAINS CAN BE PLEASANT 


System growth is a healthy sign of area prosperity with a bright promise of more 
come. But this growth often is accompanied by difficult problems for management. Because rates are 
ed, utility management has no reserve with which to finance expansion and therefore must issue securities. 


The utility’s past performance, as recorded in its earnings statement, is the basis 
bon which these securities are underwritten. Because an investor analyzes a utility’s efficiency and future 
om its own reports, management must try to consider and control everything that affects profits. 


One important area in which the utility can secure greater control over costs is 
erational dependability. Greater dependability not only means revenue from existing customers, it attracts 


ew industry. 


For over sixty-four years, Moloney’s record of performance has enabled many 
mpanics to report good records of earnings and to obtain financing at very favorable rates. Take the 
hin out of growth for your system... Moloney understands utility problems... Moloney Transformers 
lp to solve them. 


ince (£96... MORE POWER TO YOU MEso-10 


MOLONEY ELECTRIC cCOMPAN Y 


MANUFACTURERS OF TRANSFORMERS FOR UTILITIES, 
INDUSTRY AND ELECTRONIC APPLICATIONS 


Sales Offices In All Principal Cities 


ST. LOUIS 20, MO., AND TORONTO, ONT., CAN. 
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“There never was in the world two opinions alike.” 
—MonrTAIGNE 


Hexsert Hoover “Tt is not consonant with the spirit of institutions 

Former President of the of the American people that a demand should be made 

United States. upon the public treasury for the solution of every 
difficulty.” 


GEORGE RoMNEY “The steel strike and its settlement is a national ca- 
President, American Motors tastrophe, not merely in millions of dollars of damage 
Corporation. to the economy, but because it is another issue-ducking 


step toward totalitarianism.” 


Birt HENry “Tt is exasperating to try to reason with an ignoramus 
Columnist. but it is much worse to debate matters with a person 

who obviously knows better but still hews to an un- 
reasoning rigidity of position.” 


Maurice H. Stans “It certainly is not news that our growth rate has 
Director of the Budget. been made an issue by advocates of massive public 
spending as a rationalization for their demands and as 
a means to stampede public opinion. They are telling 
us that our future depends on satisfying all our wants 
by federal spending and borrowing, without any un- 
healthy inhibitions about balanced budgets or big debts 
or inflation.” 


N. E. TANNER “Too many people today accept and even secretly 
President, Canadian Gas welcome someone else, whose identity is unknown to 
Association. them, laying down the rules and regulating their be- 


havior in nearly all phases of life. Let us remember 
that God’s greatest gift to mankind is his free agency, 
which he should and must retain at all costs, realizing 
that anything which tends to deprive him of it is detri- 
mental to his good and certainly contrary to his best 
interest and development.” 


JouHN SHERMAN COooPER “There are two reasons why people don’t become 
(7. S. Senator from Kentucky. interested in politics. These are the twin viruses of 
ignorance and neglect. Once fastened on a nation’s 
body, they drain it of the mental and moral vitality that 
is needed to carry on governmental activities beneficia! 
to the welfare of the country and the world. Thus, i! 
is imperative that we do not permit these viruses to 
enter the stream of political consciousness in this coun- 
try. And the most effective preventive medicine is fo: 
our own youth to take an active interest in curren! 
politics because the young men and women of today 
will be responsible for our nation of tomorrow.” 
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Handy Dodge Tradesman 
saves you time, | 
cuts your costs 


Handiest thing on wheels, this new Dodge Trades- 
man! Its roomy compartment-type body helps keep 
your tools neatly arranged. Cuts costs by helping 
you accomplish more work in shorter time. Spacious 
floor area holds the bigger items you haul. Ladder 
racks and sliding roof are available. 


As for the rest of the truck, it’s everything the Dodge 
name promises. Dependable. Husky. Easy to drive. 
Thrifty, too . . . with your choice of a 120-hp. Six or 
200-hp. V-8. Both engines thrive on a lean diet of low- 
cost regular gas! 

The Tradesman rolls off the Dodge production line 
as a complete unit, equipped to your specifications 
and ready for work. It’s available for quick delivery 
at low cost through your nearby Dodge dealer. 


_ DODGE TRADESMAN has lock-uy 
| compartments for supplies, fittings 
| tools. Open, doors of horizontal com 
partments form handy ‘workbenches’ 


DODGE PANELS provide 155 cu. ft® 
of enclosed load space on a compacta 
108-inch wheelbase. Tops in driving 
ease and eye-catching style! 


DODGE 4 x 4’s take you anywher@amm 
off the ro2d or on! Big choice of bod 
types. G.V.W.’s from 5,100 to 20,000 Ib 
Horsepower from 113 to 202. 


TO SAVE YOU 
MONEY IN 


TRUCKS 
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RODUCT OF CHRYSLER CORPORATION 


Twofold Benefits From The 


Analysts Journal 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


2, its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 


THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 
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O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


O Please send me your advertising brochure. 
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EMINGTON RAND KARD-VEYER® FILING UNIT enables the operator 
) handle customer service calls at the touch of a button! 


ave your records been keeping pace with 
e treniendous expansion of utility service 
l receiit years? Are you now “operating 
ind” -- working with uncentralized out-of- 
te records that can’t cope with the massive 
emand for customer service caused by Win- 
t breakdowns? You can up-date your filing 
mplet-ly ... be ready for every emergency 
th Remington Rand Pushbutton Kard- 
eyer Units. Kard-Veyer Units enable you 


) Mcrease reference substantially, and re- 
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lease valuable floor space. Posting is practi- 
cally instantaneous ... speeding answers to 
customer inquiries . . . reducing the time re- 
quired to issue orders... improving service. 
For an illustrated brochure describing all Kard-Veyer 


models write Room 1908, 122 E, 42nd Street, New York 17, 
N. Y. — specify LBV811. 


Remington. Fland. Systems 


DIVISION OF SPERRY RAND CORPORATION 
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PROCEEDINGS 
1959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
and Regulation of Public Utilities, Panel Discussion on the subject of "Inflation and 
Its Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
"Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 
Court Decision in the Service Storage and Transfer Case." This volume contains a 
complete agree of the addresses and committee reports of the 1959 Philadelphia 
meeting. The book is printed and bound in regular book cover. 


Price $10.00—Approximately 500 Pages 


OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages : 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .... 2.00 
1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 
1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 
1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 
Telephone Separations Manual (Revised October, 1957) 
Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 
revised pages for 1958) 
Local Service Telephone Rates—Set of 75 revised pages only for 1958 
Depreciation: 
1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1959—Repert of Committee on Depreciation 
(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 Washington 4, D. C. 
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Sept. 15-16 — American Gas Association- 
Edison Electric Institute will hold joint 
accounting division and section organi- 
zation meetings, Pittsburgh, Pa. 


AA 


Sept. 15-16—Annual Engi ing g 
ment Conference will be held, Chicago, 


Sept. 15-16 — Public Utilities Advertising 
Association, Region 5, will hold annual 
meeting, Tampa, Fla. 


Sept. 15-17—Public Utilities Association of 
the Virginias will hold annual meeting, 
White Sulphur Springs, W. Va. 


Sept. 18-21—Edison Electric Institute, Meter 
and Service Committee, will hold meeting, 
Rye, N. Y. 


Sept. 18-21—American Society of Mechani- 
cal Engineers will hold petroleum me- 
chanical engineering conference, New 
Orleans, La. 


Sept. 19—Rocky Mountain Gas Association 
will hold anniversary banquet, Denver, 
Colo. 


Sept. 19-21—Institute of Radio Engineers 
will hold national symposium on space 
electronics and telemetry, Washington, 

Sept. 19-21—West Virginia Telephone As- 
sociation will hold annual convention, 
Morgantown, W. Va. 


Sept. 20-21—American Gas Association, Op- 
erating Section, will hold organization 
meetings, Cleveiand, Ohio. 


Sept. 20-22—American Society of Associa- 
tion Executives will hold annual meeting, 
Cleveland, Ohio. 


Sept. 21-22—Industrial Electronics Sympo- 
sium will be held, Cleveland, Ohio. 


Sept. 21-22—Pennsylvania Electric Associa- 
tion will hold annual meeting, Pittsburgh, 
Pa. 

Sept. 21-23—Industrial Power and Heating 
Group will hold meeting, Milwaukee, Wis. 


Sept. 21-23 — Inter-Industry Farm Electric 
Utilization Council will hold annual na- 
tional electric farm power conference, 

Louisville, Ky. 


Sept. 21-23— National Power Conference 
will be held, Philadelphia, Pa. 


Sept. 21-23—Nevada Telephone Association 
will hold annual convention, Ely, Nev. 


CHECK THESE DATES: 


Sept. 21-23—Pacific Coast Gas Association 
will hold | convention, Ph ix 
Ariz. 


Sept. 21-23—Southeastern Gas Association 
will hold annual meeting, Raleigh, N. C. 


Sept. 22—New England Gas Association will 
hold safety conference, Boston, Mass. 


Sept. 22-23—Missouri Valley Electric Asso- 
ciation will hold accounting conference, 
Kansas City, Mo. 


Sept. 23-24—Institute of Radio Engineers 
will hold annual broadcasting symposium, 
Washington, D. C. 


Sept. 25-22—New England Telephone As- 
sociation will hold annual convention, 
Bretton Wcods, N. H. 


Sept. 26-27—Tennessee Valley Public Power 
Association, Power Use Section, will hold 
annual meeting, Nashville, Tenn. 


Sept. 26-28—American Management Asso- 
ciation will hold personnel conference, 
New York, N. Y. 


Sept. 26-28—Edison Electric Institute, In- 
dustrial Relations Committee, will hold 
annual round-table conference, Chicago, 


Sept. 26-28—International Association of 
Electrical Inspectors, Eastern Section, will 
hold meeting, Portsmouth, N. H. 


Sept. 26-30—Instrument Society of America 
will hold fall instrument-aviomation con- 
ference and annual meeting, New York, 
N. Y. 

Sept. 27-29—Mid-West Gas Association will 
hold gas school and conference, lowa 
State College, Ames, lowa. 


Sept. 28—ECAP will hold copy group meet- 
ing, New Orleans, La. 


Sept. 28-30— Indiana Electric Association 
will hold annual convention, French Lick, 
Ind. 

Sept. 28-30—Northwest Public Power As- 
sociation, Power Use Section, will hold 
annual meeting, Longview, Wash. 


Sept, 29-30—Electric Companies Public In- 
formation Program will hold workshop 
conference, New Orleans, La. 


Sept. 29-30—Southeastern Electric Exchange 
will hold accounting conference, St. 
Petersburg, Fla. 


Sept. 29-3@—Tax Institute Symposium will 
be held, Chicago, Ill. 


| 


Telephone from a Bus, Anyone? 


New passenger telephone service has been installed in the 
East coast luxury liner buses of Trailways Bus Com- 
pany. Calls may be made from the bus and calls 
received via radio transmitter and regular 
lines of the telephone company. 
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The Consumer’s Requirement 
for Commercial Nuclear Power 


By ROBERT C. WOODBURY* 


Our concern for pushing commercial nuclear power seems grossly out of 
proportion to the facts. Actually we have nuclear power now that is com- 
petitive to power costs in many foreign countries. And cost is not important 
from a defense standpoint. Our reserves of fossil fuels are such that there 
should be no anxiety that they may run out. Moreover, the many projects 
and plans now being completed or under way by privately owned electric 
utility companies demonstrate that our country will sustain its leading réle 
in developing nuclear energy. Our government could well place its empha- 
sis somewhere else without fear or risk. 


usT we have commercial nuclear 
power?! Affirmative arguments 
are based on: Conventional fuel 
resources are dwindling and preservation 
of honor in the cold war requires preser- 
vation of technological leadership. 
We have nuclear power. It can be har- 
nessed safely for generation of electric 


_ "Attorney, New York, New York. For addi- 

tional personal note, see “Pages with the Editors.” 
1 In this article nuclear power is used only with 

reference to power obtainable from fissile fuels. 


energy. It can also be harnessed “com- 
petitively,” given proper conditions of 
time, place, and surrounding circum- 
stance. It is undeniably a great resource 
and many individuals have given heroic 
service in its development. Consumer in- 
dividuals have not, however, been heard 
to say they prefer buying kilowatts of 
nuclear origin. 

Failure of these latter persons, our- 
selves, to be heard has resulted in a 
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default judgment allegedly in our favor 
to the end that we shall have commercial 
nuclear power. The purpose of this article 
is to inquire into whether this judgment 
is truly favorable. 


How Valid Are These Arguments? 


T is argued that we must develop com- 
mercial nuclear power reactors in 
order that we shall continue to have ade- 
quate electric-generating capacity and in 
order that mankind will not feel an eco- 
nomic transition when conventional fuel 
reserves become depleted.? 

In one notable study,* estimates of 
future population growth and of future 
increase in demand for power are related 
to estimates of future availability of con- 
ventional fuels for estimating a date when 
nuclear fuels would necessarily be one of 
the world’s prime energy sources. That 
date may be as early as from fifteen to 
forty years away. But, whether one be- 
lieves that the date will be pushed back 
by further discovery of economically re- 
coverable fuel reserves or advanced by 
more rapid increase in demand is scarcely 
relevant, as will be presently shown. 

It is also argued that we must have 
commercial nuclear power first. That is, 
we must reduce the cost of nuclear power 
rapidly before someone else does it. 


N this basis, the historic association 

of naked nuclear power and national 
defense has assumed a convincing if not 
confusing posture in our minds. Because 


2 For a general outline of this reasoning see 
“Atomic Energy Facts” published by the "0. S. 
Atomic Energy ission, pp. 75 et seq. avail- 
able from the U. S. Government Printing Office, 
Washington 25, D. C. 

8 “Energy in the Future’ by Palmer Putnam; 
D. van Nostrand Company, 1953 
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we have been enamored of the inter- 
national race for military technological 
leadership, and rightly so, we have per- 
mitted Congress and the Atomic Energy 
Commission to put commercial nuclear 
power in the van. 

Thus, we are racing against the clock, 
assuming first that the real cost of nuclear 
electric power can be suitably diminished 
and second that others will not invent a 
system whereby presently conceived nu- 
clear as well as conventional power plants 
will become commercially obsolescent. 
Neither assumption can be proved correct 
at this time, although the first probably 
has a greater foundation in fact. 


Private versus Public Power Race 


— of the “sticky wicket” of pub- 

lic power, both the federal govern- 
ment and private industry are caught in 
this race. On the one hand it is stated that 
government is the only agency with sufh- 
cient interest to pursue the goal diligently 
and that the expense of reducing nuclear 
power cost is so great that government is 
the only agency financially competent to 
do so. On the other, the utility industry, 
driven to a defensive position, is forced 
to say: “Not so! What is more, we can 
and will do it.” 

Each is eager to prove to us its ability. 
A moment’s reflection on this point surely 
indicates there is no real question about 
the ability of either party. 

Also, each is in a position ultimately to 
place the financial burdens on us through 
taxes and consumer prices. If there is any 
duplication along the way we shall pay 
race expenses twice. At minimum, over- 
head or fixed charges for each organiza- 
tion will be duplicated. We are at the 
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same time both consumers and voters and 
we have not had an opportunity to state 
whether we approve either the expenses 
or the race itself. 


NE is reminded of Peter Ustinov’s 
recent caricature of a German sea 
captain who was talking to a captive pas- 
senger. After explaining the passenger’s 
status the captain commanded, “Und you 
vill enchoy it!” 
_ Enjoy it we must at least until the 
problem is translated for common under- 
standing or until responsible agents con- 
clude this race is not necessary. 


We Have Nuclear Power, But... 


._ first important fact is that we 
now have nuclear power. It has ad- 
vantages and disadvantages. On balance, 
for obvious military situations, the dis- 
advantage of present cost is over- 
shadowed by the advantage of extended 
independent operation, or the disadvan- 
tage of transporting oil is overcomeby the 
facility with which a few pounds of nu- 
clear fuel elements can be transported. 
In these situations nuclear power is now 
competitive. Uranium-fueled power plants 
can here be substituted for conventionally 
fueled power plants and some advantage 
is derived. That advantage may be, for 
example, unique submarine capability or, 
in remote locations, less expensive power. 
In this frame of reference, nuclear 
power is not now commercially competi- 
tive in this country. This means that our 
costs for electric energy generated from 
nuclear fuel would be greater than seven 
to eight mills per kilowatt-hour. Esti- 
mated costs in fact range upward from 
the vicinity of 10 mills per kilowatt-hour. 


Our Ten-year Nuclear Plan 


rn U. S. Atomic Energy Commis- 

sion has recently announced a broad 
program for obtaining commercial nu- 
clear power within ten years.* The goal 
of this program is to provide several types 
of nuclear reactors which will be suitable 
for use in generating power at costs of 
around seven to eight mills per kilowatt- 
hour. 

Seven different types of nuclear re- 
actors have been chosen for concentrated 
development in this ten-year program.® 
Among these, the AEC estimates that 
three,® if built today, could be used to 
provide electric power at costs ranging 
upwards from 123 mills per kilowatt- 
hour. Development funds required to re- 
duce these costs to the commercial 7-8- 
mill range are estimated to be $623 
million. 

4 A comprehensive summary of this program 
may be found in Nucleontcs, Vol. 18, No. 4, April, 
1960, pp. 71 et seq. 

5 An eighth, the aqueous homogeneous reactor, 
will remain as a research project until its techni- 
cal feasibility is established. Thermonuclear re- 
search is not part of this program and is, of 
course, also continuing. 


6 The sodium-graphite, heavy water, and fast- 
breeder reactors. 
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Similarly, two other types,” if built to- 
day, could provide power at costs of about 
93 mills per kilowatt-hour. Development 
funds required to reduce these costs to the 
commercial 7-8-mill range are estimated 
to be $217 million. 

Specifically, development funds re- 
quired for boiling-water reactors are es- 
timated to be $125 million; for pres- 
surized-water reactors, less. 

Total development funds required for 
the program during the next decade will 
be in excess of $1 billion. Presumedly by 
1970 or before each of the seven reactor 
types will have become commercially com- 
petitive in this country. 


Will Nuclear Power Leadership 
Be Ours? 

: the utility industry, then, does this 

program provide for technological 
leadership of the world? There can be no 
doubt about the answer: It does, ad- 
mirably. No one else is interested in 
spending this kind of money for develop- 
ing civilian nuclear power stations. And 
when we are through seven different plant 
designs, each one for a station capable 
of producing electric power at least as 
inexpensively as present United States 
fossil-fueled stations, will be available. 
We shall reach the finish line far ahead 
of anyone else and years ahead of any 
time when fossil fuels might become un- 
economic. 

But, ironically, are we not there now? 

In many countries of the world, the 
cost of electric power from conventional- 
ly fueled stations is at least 30 per cent 
higher than the cost in this country. In 
some countries the difference is as much 


7 The pressurized-water and boiling-water re- 
actors. 
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as a factor of two times greater. For 
these countries, based on the statistics of 
the AEC, nuclear power is now com- 
mercially competitive. It is worth repeat- 
ing: We have nuclear power. Our tech- 
nology is now leading. Expanding federal 
efforts in the application of this tech- 
nology in less fortunate countries, rather 
than in further esoteric development at 
home, would do more for America in the 
arena of world opinion. 


What about National Defense 
Angles? 


ig is therefore necessary to clarify the 
question of whether we must pursue 
the proposed civilian power reactor de- 
velopment program as a purely defense 
measure. Fortunately, an adequate anal- 
ysis of this question does not require a 
discussion of classified information. 

Military reactor development programs 
are very much a part of the national de- 
fense effort. Present programs embrace 
unproven reactor concepts which will not 
at least for many years have commercial 
utility. Broadly speaking, these concepts 
are not closely related to those proposed 
in the civilian program; they require 
greater sums of money to develop and are 
for specialized military power require- 
ments where low cost is not of primary 
importance. 

Pursuit of these advanced concepts for 
military use is logically and traditionally 
a matter for government sponsorship. 
Moreover, much of the pioneering being 
done on military accounts will eventually 
redound to our civilian benefit. But in the 
area of cost the “last turn of the screw” 
is neither a matter of military interest nor 
of military responsibility. 
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vo reactor development pro- 
grams have in the past provided 
proven reactor concepts, some of which 
now show promise of having domestic 
commercial utility. Significant among 
these are the pressurized- and boiling- 
water concepts mentioned. Adaptation of 
systems such as these for meeting our 
civilian requirements is not required for 
defense. 

In addition, such adaptation is not 
pertinent to the real challenge of tech- 
nological leadership. To illustrate, con- 
sider Polaris. It is a spectacular weapon 
system. The submarine platforms have 
amazing nuclear propulsion plants. It is 
not necessary to enumerate before the 
world the scientific firsts of which this 
system is comprised. Polaris itself stands 
as clear evidence of great achievement, 
of technological leadership, and we can 
be proud of it. 

Is this not the category of achievement 
which we really intend when we speak of 
the impact of technological leadership on 
world opinion? Who will notice when we 
are able to say that we can transport 
Polaris around the world, submerged, 
four times for the price at which we pre- 
viously could only do it twice? Of course 
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that too will be evidence of achievement, 
probably by people who will receive small 
appreciation for their efforts. But it will, 
without any deprecation of such future 
efforts intended, be evidence of devoted 
stewardship and not leadership. 


Costs Can Be Reduced 


| emia expenditure of $100-225 mil- 

lion is adequate, according to the AEC, 
to reduce civilian nuclear electric power 
cost to the range of seven to eight mills 
per kilowatt-hour. For the boiling-water 
reactor system $125 million is required. 
For the pressurized- water system the 
number may be as low as $90 million. 
The goal for each is a reduction from 
presently estimated power costs of 23 per 
cent and 16 per cent, respectively. 

Defraying the cost of reducing nuclear 
power cost is well within the capacity of 
private money sources. 

If any persons remain who are sincere- 
ly worried about not having coal or oil, 
let them prepare by providing $125 mil- 
lion and by concentrating on one reactor 
system. They will assume the risk that 
their fears are groundless but, if they are 
right, their rewards will have been earned. 
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One need not rely on the traditional 
American free enterprise theories to as- 
sert that such an approach is reasonable. 
It is only necessary to point out that for 
constructing less proven reactor concepts 
where risks of failure are greater, sub- 
stantial private investments have already 
been made. 


Let’s Encourage Foreign Nuclear 
Power 


W: have many important subjects for 

which we must apply our public re- 
sources. The present subject is not among 
them. Yet there is one pertinent area 
where these large amounts of government 
support could be profitably channeled. It 
concerns foreign aid. - 

It certainly would make little sense to 
pay underdeveloped countries the differ- 
ence between our present electric power 
costs and theirs simply because we were 
blessed with local fossil fuel deposits and 
they were not. But we could provide, 
through the United Nations, greater en- 
couragement and guaranties and even 
boot money if, for example, a new 
African state wanted to build a proto- 
type of the most advanced nuclear sys- 
tem to do some prideful pioneering it- 
self. 

We could do it with relatively simple 
reorientation of policy and then no agency 
in our government would need to feel 
compelled to build the particular system 
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itself; the nuclear market could be ex- 
panded for American suppliers; the re- 
sults could just as easily be made available 
to the world and technically we could 
learn just as much. 

Perhaps the grand program would re- 
quire twenty years rather than ten, but 
in the process we could create immense 
good will. What is more, we could there- 
by side-step the monstrous domestic issue 
of public power. 


What We Should Do 


_ us drop the fictions that we must 
urgently prepare for the day of no 
conventional fuel and that we must main- 
tain technological leadership with a grand 
and expensive public plan for commercial 
nuclear power development. The argu- 
ments which have been made to justify 
our continued federal support for this 
plan are no longer valid. Government 
stewardship is continuing only “because 
we are there.” 

Let there be no misunderstanding: 
Many public officials have given heroic 
service to get us from Hiroshima to the 
present in nuclear power. It seems plainly 
evident, however, that if they would re- 
main heroes they must move on to present 
frontiers and concentrate on other sub- 
jects, perhaps space technology, defense, 
and intelligent diplomacy, where respon- 
sible expert leadership in government is 
still urgently required. 


7 have walked so slowly with our atomic energy program 
that it is sometimes hard to realize how far we have come 
in a decade. If we will just take a few more such steps, we may be 


surprised to find in another decade how much farther we have 


gone.” 
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—EDITORIAL STATEMENT, 
The Wall Street Journal. 


ie 
ae 
f 
t 
| 
y 
f 
iF 
e 
It 
366 


An Answer to the Highway Fiasco 


Other public utility industries, beside transit companies, have a definite 


By E. F. DOWNS* 


stake in the re-establishment of some competent mass transportation facil- 
ities as an alternative to the present growing cost and confusion resulting 
from the flight of the taxpayers to the suburbs and the infiltration of the 
tax eaters into the decaying slums of our central city areas. More and big- 
ger highways seem only to intensify traffic tie-ups—they fill up as fast as 
they are built. Any city with a will to do so can solve its transportation di- 
lemma. And even if limited subsidization is required in some cases, it is 
vastly superior to a futile highway construction program that only makes 


HAT Cities are sick is obvious from 

current census returns, and the pub- 

lic belatedly is discovering that the 
automobile is responsible. Now that mid- 
dle-class neighborhoods have degenerated 
into slum status, new opportunities for 
fees are offered to engineers and archi- 
tects in urban redevelopment programs 
which often displace slum dwellers to pro- 
vide subsidized upper-class housing. A 
fantastic new street pattern generally is 
laid out to furnish air, parking, and veg- 
etation in the new puzzle town. Planners 


*Engineer and statistician. Chicago, Illinois, For 
additional personal note, see “Pages with the Ed- 
itors.” 


matters worse. 


deplore the downtown imbroglio pro- 
duced by the automobile; in the next 
breath, they espouse downtown redevel- 
opment through the media of wholesale 
demolition and reconstruction to provide 
air, vegetation, and parking to encourage 
everyone to drive to work. All such de- 
velopments result in forced liquidation of 
investments for utilities of both the city- 
owned and investor-owned classes; hence 
self-interest on the part of utilities de- 
mands that they fight to retain existing 
street patterns in urban areas. 

Billions of dollars have been spent to 
stimulate automobile use up to congested 
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areas in futile attempts to disprove an 
axiom published by the writer twenty 
years ago: 


Superhighways cannot be built to 
serve downtown areas. 


on prescription to cure Harlem and 
Mott Haven in New York would be 
poison to Times Square and to Columbus 
Circle; a layout to alleviate congestion in 
mid-Victorian downtown areas of small 
cities would be worse than useless in New 
York, Chicago, or Philadelphia. Seem- 
ingly, many planners have not grasped 
this fundamental or carried their anal- 
yses to an ultimate conclusion; an occa- 
sional reference to rapid transit is given 
grudgingly, often manifesting the same 
naivete by which the never-ending federal 
highway expense is flattered by the eu- 
phemism “investment.” 


Private versus Public Financing 


AY enterprise where the management 
is accountable to stockholders tends 
to utilize capital efficiently, but this con- 
cept may be overlooked in making dis- 
bursements from the federal Treasury. 
Taxpayers have been lulled by the siren 
song of “something for nothing” since 
early New Deal days and present-day 
political leaders cannot recognize an ex- 
pense; they delight to allege a need for 
federal “investment” in transportation. 


Industry 
Gas and Oil Transmission 
Electrical Generation 
Railroad 
Rapid Transit 
Highways and Streets 
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Capacity factor is a convenient method of 
measuring utilization efficiency of capital, 
being defined as units produced, divided 
by capacity for production, both in the 
same time intervals; load factor is a 
related concept but is not the same 
arithmetically. Reference to a few diverse 
industries should be illuminating. (See 
table below.) 

In this connection, the nineteenth cen- 
tury witnessed the only investments in 
transportation ever made by the United 
States; land grants to railroads ultimately 
reaped a six- or sevenfold return. All 
other federal dabbling in transportation 
has been and continues as an expense, 
whether for airways, highways, or water- 
ways. 


Some Interesting Comparisons 


view above unflattering comparison be- 
tween mass transportation and high- 
ways tells only a small part of the story. 
To convey an equal number of passengers 
at the same speed with reasonable safety, 
18 superhighway lanes would be required 
to equal two rapid transit tracks. Rapid 
transit investment broadens the tax base 
while superhighways wipe out taxable 
property, and the former works at twenty 
times the efficiency of money spent on 
highways. Furthermore, urban traffic 
problems never are solved by road build- 
ing, which simply moves congestion to 
one or more different locations. Mass 


Per Cent Effi- 
ciency in Use 
imancing Of Capital 
Private 

Private 

Private 

Public 

Public 
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transportation can solve traffic problems 
while superhighways cannot, hence it 
should be obvious that the sole hope for 
cities is to be found in rebirth of mass 
transportation systems. 

Cities as we know them have evolved 
during the past 200 years, partly as a re- 
sult of the Industrial Revolution. Trans- 
portation within cities is of more recent 
origin during the past century, while de- 
centralization is contemporaneous with 
the automobile. Congestion occasioned by 
automobile use in urban areas is a major 
curse of the twentieth century, and is a 
major contributor to decay of neighbor- 
hoods. In downtown areas today, only 15 
per cent of the automobiles in parking 
lots have any daytime use; the rest are 
cocooned from nine until five, emerging 
to confound confusion. Such vehicles al- 
ready are a greater nuisance than pigeons 
and the inevitable result of superhighway 
construction is to double the number of 
vehicles on downtown streets which are 
inadequate for present volumes; parking 
lots are a temporary expedient, for to- 
day’s vacant lot is the site of tomorrow’s 


skyscraper. 
Planning a Rare Bird 


be the writer’s knowledge, only one 
American city has shown policy in 
planning during the past twenty years. 
Toronto concluded in 1953 that there are 
four vital metropolitan services : 


1. Water Supply 

2. Sewage Disposal 
3. Arterial Highways 
4. Education 


By 1955, the conclusion had been 
reached that a fifth item is necessary: 


AN ANSWER TO THE HIGHWAY FIASCO 


5. A transit (transportation) system 
with a reasonable fare. 


However, such wisdom is not attain- 
able south of Canada where the most 
honored god continues to be the Chrome 
Plate Calf whose religion is the Opiate of 
the People. For fifty years, city families 
have sought Utopia by moving to “a 
suburb 15 or 20 miles from congestion.” 
Congestion has caught up with them by 
the time that the mortgage is paid off, so 
the next generation recedes another 15 or 
20 miles to start the cycle over again. One 
keen observer describes suburbia as “a 
location where children can be plagued 
by all the disadvantages of city and of 
country, while not having the advantages 
of either,” and unless current trends are 
reversed forcibly a man will spend more 
time driving to and from work a genera- 
tion hence than will be spent on the job. 


Birth of a Monster 


H” Euclid been able to visualize a 

superhighway, he might have de- 
fined it as “a curving line connecting two 
points of maximum congestion.” This 
situation did not just happen; it was 
carefully planned, but may have gotten 
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out of hand like Frankenstein’s monster. 
Saturation in automobile ownership was 
imminent in 1930, whereupon forced 
feeding was undertaken, together with 
concurrent systematic destruction of mass 
transportation systems. 

The first superhighway promotion was 
offered as a cure for depression, the aim 
being to build three routes from ocean to 
ocean and four from Canada to Mexico. 
Next came the 1939 promotion by Bureau 
of Public Roads Commissioner Mac- 
Donald. He desired to double the then 
national debt in order to attempt the im- 
possible task of “building superhighways 
into and through the heart of the city” 
to bolster lagging automobile sales. 

Then, in the fullness of time, an execu- 
tive was found willing to ram down the 
throat of Congress a bill far more per- 
nicious than those which earlier had been 
unpalatable to so-called spendthrift Dem- 
ocrats. Within four years of its passage 
it had caused unprecedented examples of 
graft and waste, described to Congress as 
follows: 


Before the nation gets its superhigh- 
way network, Teapot Dome may look 
like a child’s game of marbles. 


The chief proponent is not sure that 
the job can be done for $280 billion, hence 
once more we are invited to double the 
national debt to sell automobiles. 


7: federal government is expected to 

supply about a half-billion dollars to 
Chicago for the next binge in the endless 
superhighway spree. Concurrently, $91 
million has been requested from the same 
supposedly inexhaustible source to pro- 
vide rapid transit so that the highways 
will not bring all traffic to a standstill. 
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The profession of engineering generally 
makes a virtual religion of efficiency; the 
outstanding black sheep is the highway 
engineer who strives to obtain the mini- 
mum economic good in return for the 
maximum expenditure. 

A number of recent discussions on 
transportation indicate that everyone is 
anxious to do something but no one has 
the least idea where to start, least of all 
to describe the federal highway program 
as a monstrous confidence game begotten 
by automobile manufacturers. Since 
urban use of automobiles creates prob- 
lems to which no solution is possible, an- 
other approach obviously is necessary. 


Large City Transit Problems 


of passengers in the 

larger cities presents problems which 
may be compared to those of supplying 
electricity, gas, and water. Transmission 
of large volumes for long distances is only 
a part of the task, but it can be handled 
effectively and economically by rapid 
transit, or by class I railroad commuter 
services in a few fortunate cities. In 
utilities, distribution systems account for 
a large portion of the total investment; 
distribution of passengers is possible by 
rapid transit or by railroad in some in- 
stances, delivery being near the pas- 
sengers’ desired destinations. 

However, no way can be devised to 
move automobiles expeditiously to pas- 
sengers’ diverse goals, though the federal 
Treasury be bankrupted in the attempt. 


Subway Compared with Monorail 


+’ has been recognized for many years 
that a rapid transit subway never can 
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be justified on fully economic grounds. 
Aesthetic considerations have prompted 
the construction in New York of many 
miles of subsidized subway where the op- 
eration could be profitable on elevated 
railways. Current estimates indicate a 
cost of $15 million per mile for a two- 
track rapid transit subway; in many loca- 
tions, the cost would exceed $20 million. 


r is estimated that a two-track rapid 

transit elevated system with columns 
on both sides of the street would cost over 
$6 million per mile; its important disad- 
vantages include the shutting out of light 
and its objectionable noise. On the basis 
of a tentative monorail design, a total 
structural cost of about $2 million per 
mile should be adequate. Cost of the com- 
plete monorail structure is estimated here- 
in at $2.5 million per mile to include 
electrical distribution and station plat- 
forms. Since the first cost of conventional 


rapid transit proves to be prohibitive for 
potential load density in most cases, a 
study was undertaken looking to monorail 
rapid transit as a back-bone system for 
transporting large passenger volumes effi- 
ciently and speedily for distances in excess 
of six miles. 


HE monorail was born in Germany in 

1901, depending on the technology 
then available. The design could not be 
followed today because of excessive capi- 
tal cost, but soundness of the principle 
has been demonstrated. In nearly sixty 
years of operation, only one fatality has 
been reported; a baby elephant became 
panicky during the ride and departed via 
the front door. Of late, a number of 
largely experimental models of rubber- 
tired, hydrocarbon-fueled monorail sys- 
tems, have been reported both in the 
United States and in Europe. It should 
be noted that the combination of rubber 
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tires and gasoline generally is not con- 
ducive to economic health of a carrier. 

A number of significant differences will 
be found between the monorail system 
proposed herein and other developments. 
The original Wuppertal installation uses 
a double-flanged conventional type wheel 
riding on top of a T-rail section. Other 
proposals contemplate the use of concrete 
beams or aluminum cylindrical tracks, 
with suspended or overrunning cars. Rub- 
ber tires are general in most such applica- 
tions. The following proposal utilizes 
quiet wheels running on lower flanges of 
wide-flange beams, expansion joints be- 
ing spaced not over 80 feet apart. Cross- 
overs will be provided at ends of the line 
and at other strategic points, a satisfac- 
tory solution to this thorny problem 
having been found. Service facilities are 
planned at ground level. This monorail 
shows promise for any city in the 250,- 
000 or over population class, of which 
there are more than forty in the United 
States. Analysis made of 26 such cities 
chosen at random shows that population 
density in 20 exceeds the 6,000 per square 
mile requirement set forth below. 


number of tracks on any route is 
of prime importance since success or 
failure of an enterprise can hinge on the 
amount of capital invested. The first sub- 
ways built in Manhattan Island, New 
York, used two local tracks to distribute 
passengers after they had been carried 
long distances speedily on the two express 
tracks. In other cities, the need for four 
tracks seldom can be demonstrated. 

In an effort to achieve a compromise 
between high-speed transport of long-haul 
passengers and a good quality of distribu- 
tion service at the ends, a fully co 
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ordinated system is contemplated. Station 
stops on the monorail will be spaced two 
miles apart, at crossings of other monorail 
routes and at points midway between the 
quadrangle boundaries. With this station 
spacing and with a crest speed of approxi- 
mately 50 miles per hour, an average 
speed of 30 can be attained. Should it 
prove feasible to operate at a top speed of 
60 miles per hour, the average speed 
would be 36. To talk of higher crest 
speeds with diminishing returns is to 
manifest ignorance. 


Hypothetical System Had to Be Used 


. should be obvious that no actual mass 
transportation system or city could 
be used for the purposes of this study 
because any tangible recommendation for 
routing must be based on travel patterns; 
these can be obtained only through a com- 
plete check of passengers’ origins and 
destinations. Even in a medium-sized city, 
such a survey would cost over $100,000; 
therefore, a hypothetical quadrangle of 
16 square miles, four miles on a side, was 
selected in an assumed city. Travel dis- 
tance of ten miles from the home 
quadrangle to the employment quadrangle 
was used in the calculations; this is more 
than adequate for cities of under one-half 
million population and should suffice for 
some cities of over one million. The 
quadrangle shown is the one in which 
employment is found, and a similar pat- 
tern should be the objective in the home 
location. (See illustration, page 373.) 
The sketch is based on Chicago, but it 
should be generally adaptable. For excep- 
tionally high population density, it might 
develop that the quadrangle should be two 
miles on a side or that a rectangle two 
miles wide and four miles long would be 
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Two Track Monorail 
Two Track Street Car 


Bus = Direction as in- 
dicated. Bus Routes 
may be North-South or 
East-West, depending 
on local conditions. 


TYPICAL QUADRANGLE 


feasible. In such case, some reduction in 
the number of station stops could be made 
with shortened running time. 


A* average population of 6,000 persons 

per square mile is reasonable for 
most cities in the half-million or less 
population class, down to a lower size 
limit of one-quarter million, and for many 
metropolitan area suburbs. A family 
group of four persons was used in the 
calculations, of whom 1.5 were taken as 
wage earners; 80 per cent of workers 
were claimed for public mass transporta- 


tion since 15 to 20 per cent of workers 
require the automobile for transportation 
in the course of the day’s work. 

The morning and evening rush periods 
were assumed to be ninety minutes each 
in length, in which time the entire 80 per 
cent of total workers was transported a 
distance of ten miles and delivered to 
destinations in the area of employment. 
Optimism on the number of potential pas- 
sengers is based on the belief that people 
do not “love to drive,” claims by auto- 
mobile promoters notwithstanding. Most 
people have enough sense not to risk life 
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and limb in driving for forty minutes 
when the same trip can be made safely in 
thirty minutes by mass transportation. 


ewe the structural considerations, a 

tentative design first was made for 
the running rails, then it was determined 
that prestressed concrete single legs in the 
center of a street would be adequate for 
loads of two tracks. The cost of wood 
piling under each of the legs has been 
provided to afford adequate bearing and 
to prevent overturning, even though this 
refinement would be necessary only under 
adverse soil conditions. The fundamental 
design was based on the Chicago and 
suburban gridiron street layout where the 
standard block is 660 feet-in length. Span 
length is calculated at 66 feet which is 
subject to some increase; hence with 
minor modifications the design is adapt- 
able to any street layout, even the radial 
and circumferential streets of Washing- 
ton and Boston. 

Tangent track between stations will re- 
quire only the single leg supports which 
must be protected from street traffic by 
continuous curbs. Stations will require 
columns on both sides of the street, using 
the minimum of superstructure consistent 
with the service, platforms being 18-20 
feet above the street for single level. 
Where routes cross a double-level station 
structure is required, with escalators to 
reach the upper level, about 15 feet higher 
than the first. 


Seemann car is available for 

monorail operation, following basic 
designs of the Presidents Conference 
Committee Car (PCC). It was designed 
for optimum acceleration, braking, and 
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operating cost, heat being salvaged from 
regeneration in braking. Assurances have 
been obtained from a manufacturer that 
the car is adaptable to train use and that 
there is no great difficulty in building it 
for suspended instead of track operation. 
Such cars are available in quantity at a 
cost of about $40,000 each and an addi- 
tional $5,000 per car is shown in the 
estimate to provide a foolproof fail-safe 
system of signaling. 

While radar never has been used for 
railway signals, it seems to have some 
merit in this application where an accident 
is unthinkable and sectionalizing of the 
running rail is precluded. 


What about Surface TrafficP 


F@ surface routes, the use of both 
streetcars and buses is recommended. 
Wherever traffic density justifies it, the 
PCC car should be used along center lines 
of the quadrangle, furnishing all-day 
service; such a car should cost about $35,- 
000. Buses are planned essentially as a 
peak-period, pick-up and delivery service 
for short distances. Since comfort in a 
bus is unattainable and frills do not im- 
prove the riding quality, an austerity 
model is estimated at a cost of $20,000. 
Maximum use is proposed for electric 
traction which never has had a competitor 
on economic grounds. Price comparisons 
of operating costs, including both repairs 
and fuel, show that the bus cost is twice 
that of a streetcar while the capability for 
handling passengers is not half as much. 
Furthermore, the bus is completely worn 
out in ten years or less, while streetcars 
are not worn out by thirty or even forty 
years of service. 

To cite one specific instance: Electric 
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traction between Washington Heights on 


Manhattan and northern New Jersey operating man-hour requirements. (See 
points should make a nice profit at fares table below. ) 
50 to 60 per cent of the bus fares, since Crossovers, running rail expansion 


it would no longer be necessary to buy a joints, and electrical systems are details 
new vehicle out of the fare box every which have been studied and satisfactory 


seven years. In addition, capacity factor solutions found, though they are not de- 
could be materially increased by furnish- scribed herein. 

ing a quality of service to attract others With car requirements known, a total 
than the “necessity riders.” Hydrocarbon investment cost may be derived: 

fuels and rubber tires are speculative com- CaprraL REQUIREMENTS 

modities subject to violent price fluctua- (Quadrangle) ; 
tions; their use in mass transportation 
for the operating company, as Chicago 48 Monorail Cars ......... 2,160,000 
has learned to its regret. $28,545,000 


Fe purposes of this study, division of 7 development of operating costs 


passengers among the various types of was based on past operations, using 
vehicles was determined on the average the following figures: 
passenger per square mile basis within a Fixed charges on the capital at the 
one-half mile zone of influence, and rate of 10 per cent per annum have been 
from this the required number of vehicles taken, this being the sum of 5 per cent for 
was derived to handle rush-hour traffic. interest and 5 per cent for depreciation. 
All passengers have been carried by Track maintenance costs per mile were 


monorail after being collected by the based on Chicago results for 1935 which 
other media. For a year of 50 five-day included paving. Paving, if used between 
weeks, the 80 per cent of workers in one rails, should not be chargeable to a public 
quadrangle would produce 14.4 million transportation operation, but instead 


rides. On the basis of these figures, an should be a responsibility of the city at 
economic study was made to determine large. Therefore, after making this deduc- 


Passengers Per 
Passenger Leads in Vehicle in Number of 
Vehicle Passengers Capacity Rush Period 90 Minutes Vehicles 
Bus 14,478 40 4.05 162 183 
Streetcar 9,774 80 45 360 55* 
Monorail 28,800 200 3.0 600 48 


*Streetcar requirements at destination doubled to provide pick-up at origin. 


Capital requirements were derived as follows: 
Structure Cost Per MILE 


Item Unit Cost Cost 
Stations and Electrical System ..........ccccccsees 877,600 
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tion the resulting figure was multiplied 
by three to trend it up to date, the same 
figure per single-track mile being used for 
monorail and streetcar. Forty-five hun- 
dred dollars per single track-mile was 
used for 32 miles of streetcar and mono- 
rail trackage, or $144,000. 

Power cost figures for electric traction 
and fuel cost figures for gasoline buses 
were taken from the operating records 
of the present Chicago operating company 
and applied to the car miles applicable to 
this study. The cost of car maintenance 
per mile was taken from operating 
records in Chicago for the year 1935 
when buses had made no appreciable im- 
pact on the transportation picture. This 
figure then was multiplied by three to 
bring it up to date, and is used for elec- 
trically powered cars. The figure for buses 
is estimated at twice the amount for cars, 
on the basis of current figures. (See table 
below. ) 

Annual wages of operating personnel 
are derived, as shown in table on page 
377. 

The total time of rush periods is three 
hours. However, in view of the ineffi- 
ciency of split-shift operation, four hours 
per day have been charged, it being as- 
sumed that most full-time employees 
would fill out the eight-hour day in off- 
peak periods. Using four hours per day 
for 250 days, at a labor rate of $2.25 per 
hour, gives an annual operating labor cost 
for peak periods of $735,750. 
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WENTY-FIVE per cent of wages were 
taken for supervision and manage- 
ment and an arbitrary figure of $100,000 
per year is assumed as rent of facilities 
necessary in a quadrangle: 
Operating Costs—Rush Hours 


Track Maintenance .......... 144,000 
735,750 

$4,532,188 


By dividing the total number of worker 
rides into operating costs, a required fare 
of 32 cents results, which should be com- 
pared to the 35-cent fare requirement for 
Los Angeles developed about four years 
ago. 

In other years, some companies sold 
300 rides per capita per annum (riding 
habit 300). A mass transportation agency 
offering good service, attractive facilities, 
and a reasonable fare should be able to 
attract many off-peak riders at a liberal 
margin of profit. Coincidentally, restora- 
tion of a 300 riding habit would double 
the number of rides set forth for workers 
only. 


NASMUCH as earlier tabulations ab- 

sorbed all fixed charges in the fares of 
workers, any incremental off-peak reve- 
nues are in the nature of “velvet.” Fur- 
nishing of all-day and “owl” service 
would require certain additions to op- 
erating costs. 


eage in perating Cost ost erating 
Vehicle 90 Minutes Per Mile Rush Period or 
Bus 2,471 $ 25 $618 ,000 
Streetcar 990 43 129 64,500 
Monorail 2,160 a3. 281 140,500 
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Vehicle 


Ticket Takers . 


Operating Costs—24-hour Basis 


$4,532,188 
Day and 725,150 
33,255 

$5,290,593 


By dividing 28.8 million rides, cor- 
responding to riding habit 300, into the 
above total, a required fare of about 18 
cents results. Hence, it appears that a fare 
between 20 and 25 cents should pay the 
bills even if riding habit falls short of 
300. 


Rapid Mass Transit Can Stop 
Highway Fantasia 
| ge mass transportation can wipe 
out whatever small need there ap- 
pears to be for urban superhighways 
which transfer congestion from the boon 
docks to a point one-half to one mile away 
from desired destinations, remoteness de- 
pending on physical dimensions of the 
downtown area. 
The conclusion seems plausible that any 
city with a will to solve its problems 
should be able to build and support a 


Number of Employees Total 
Vehicles Per Vehicle Personnel 
183 1 183 
55 Zz 110 

48 
2 16 
18 
327 


rapid transit system. Limited amounts of 
capital subsidy may be needed in some 
instances, but the ever-increasing tribute 
for highway building can be wiped out. 
Public aid to highways exceeded the 
total of user payments by over $1 billion 
per year for many years and doubled dur- 
ing World War II. The Bureau of Public 
Roads alone used up $6.5 billion after a 
modest start with $600 million in 1917. 
Now with no tangible accomplishment to 
show for the billions wasted in forty years, 
this bureau eagerly continues a spending 
spree which its head says may cost $280 
billion—or infinity. That this parasite has 
no interest in the public welfare is demon- 
strated by its suppression of 1953 findings 
on mass transportation’s superiority for 
over three years. Now that we are hooked 
with never-ending highway expense, BPR 
thinks that we should ride a bus. A fed- 
eral highway agency to co-ordinate state’s 
plans could be of real value but federal 
financing of a nonfederal project is in- 
excusable. 
SEPTEMBER 15, 1960 
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resem of graft and apparent mal- 
feasance continue to multiply, proving 
that the entire program is an indefensible 
prodigality. Presentations showing futil- 
ity of federal support to the so-called in- 
terstate system are appearing in an in- 
creasing number of publications which 
heretofore had been acquiescent. 
Cities can solve traffic and many re- 
lated problems for all time by re-establish- 
ing competent and attractive systems of 
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mass public transportation. The highway 
lobby must be overcome, since it alone is 
responsible for urban traffic confusion 
which becomes progressively worse. Only 
then will there be an end to halfhearted, 
half-witted urban highway designs which 
succeed only in magnifying congestion, 
and giving rise to the bitter jest that 
“Highway engineers deserve no praise, 
but only the intercession: ‘Father, forgive 
them, for they know not what they do.’” 


Risk, Change, and Grow! 


eee essential quality of a dynamic economy is change—constructive 
change. And change also is of the very essence of enterprise. 

"The most dramatic instances of change in our economic history are asso- 
ciated with great innovations such as the development of the railroads, the 
growth of the automobile and electric power industries, and more recently 
the expansion of the chemical, air transport, and electronics industries. Such 
innovations have opened up almost unbelievable opportunities for investment, 
employment, economic growth, and the improvement of our living standard. 
They were made possible by the individual efforts of many enterprisers. 

"Equally important, although less dramatic, are the almost daily changes 
made in products, in manufacturing processes, and in distribution methods. 
In the aggregate, these constitute a continuing and vital force in assuring 


growth. 


"But why is change characteristic of America? In my opinion, it is a direct 
result of the way we have organized ourselves to carry on the business of 
living. Our free enterprise system encourages and rewards enterprising peo- 
ple—people who are not content to remain static but who initiate innovation 


and worth-while change. 


"At the heart of this free enterprise system are two powerful forces— 
the hope of profit and the discipline of competitive markets. The hope of 
profit is the mainspring of constructive change. Competition is the spur 
that transforms new ideas into new products at the lowest possible price. 
Whether the first step in a series of changes is big or little, the pressure of 
competition results in the rapid spread of the changes to other firms, thus 
opening up additional areas of investment opportunity and creating more 


jobs." 


—FREDERIC G. DONNER, 


Chairman of the board, General Motors 
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and the Press 


By J. O. BRICE* 


resentative is the vital link in the chain of 
communications. How well he tells the com- 
mission story to the various media depends 
to a great degree on his caliber as well as the 
co-operation of the commission itself. Here is 
a meaty, down-to-earth account of how he 
should function to do his job with utmost 
efficiency. 


ISCOUNTING areas subjected to sales 

taxes, each state has more rate- 
payers than taxpayers. Thus, the 
need for an adequate and aggressive press 
relations program as a tool for com- 
municating activities of the regulatory 
commission. 

With the emphasis on the ratepayer, 
rather than on the taxpayer, press rela- 
tions purely for selfish political gain must 
be subordinated. 

Naturally, there will be controversial 
pieces from time to time to add spice to 
the editor’s routine. But, a repeated slant 
to fit the party’s theme finally will become 


*Informational representative, public utility com- 
missioner of Oregon, Salem, Oregon. For addi- 
tional personal note, see “Pages with the Editors.” 


The Regulatory Commission 


Regulatory commissions need good press relations 
just as do utility companies regulated by them. 
Commissions are a good source of news of vital 
interest to the public. The public information rep- 


unacceptable—even to the working press 
of so-called “party rags.” 
Good press relations start at the top! 


i members of the commission—or, in 

the case of the state of Oregon, the 
commissioner—are not wholly “press re- 
lations conscious” the program will fizzle 
and sputter, but never get off the launch- 
ing pad. 

Given that the commission or commis- 
sioner is sold on press relations, the at- 
titude must be carried on down through 
the supervisory echelon to the various 
field offices located throughout the state. 
At times, the relations of the field man 
with the local weekly or daily paper will 
be highly important. 
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A Good PRO Is a Must 


| iim an inherent “consciousness” for 

press relations, the regulatory body 
has the bases loaded for getting its story 
to the public. However, the next man at 
the plate should be at least of .500 bat- 
ting caliber to insure a stay in the win 
column. 

He may be called a “press officer,” an 
“informational representative,” or a 
“public relations officer.” Whatever the 
title, he should be placed close to the 
regulatory head and provided top-level 
recognition in all activities of the depart- 
ment. 

He should be college- or university- 
trained, but not necessarily an engineer. 
A journalism graduate is preferable, but 
the prime requirement is that he has had 
thorough training with a news-gathering 
organization (United Press International 
or Associated Press) or on the staff of a 
major daily newspaper. An added asset 
would be training as a business or trans- 
portation news writer. 

The technical training to make him 
proficient in the basic duties of the vari- 
ous regulatory sections can be done on 
the job. His major writing task will be 
that of converting technical phrases to 
those that can be understood by the lay 
reader. 

A good man should be paid a comfort- 
able margin above the going rate for a 
thoroughly competent newsman in his 
locality to enable him to meet on the same 
social level as the upper bracket of the 
Fourth Estate in the area. 


A Gold Mine of News 


M™= straight news copy can be de- 
veloped from a regulatory commis- 
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sion than from any other state agency— 
including the office of the governor—if 
the field is harvested properly. 

Almost every act of the commission is 
of interest to someone in the state, 
whether it is a utility rate increase, a 
change in bus routings, an application for 
a motor freight line to extend its service, 
public versus private power squabbles, or 
a crossing of a spur track “out in the 
sticks.” 

A good PRO (press relations officer) 
will develop his story for the media avail- 
able in the area he plans to reach, and 
will treat the most insignificant item on 
the basis of its interest to that community. 

Often, time will not permit the writing 
of the story to fit the whims of wire as- 
sociations, the big city dailies, the radio 
or television stations, or the local 
weeklies. One story has to suffice, with the 
“meat” well up front so that extrane- 
ous material may be lopped off if not 
needed. 

Complete and factual reporting, with 
both sides fairly represented, will instill 
confidence with a city editor, even if the 
subject may appear “political” in nature. 


cs the office of the regulatory com- 

mission usually is in the state capital, 
the PRO’s immediate contacts will be 
with the staffers of the wire associations 
and the correspondents for the larger 
dailies at the capitol pressroom. 

He will be competing with the PRO’s 
of other state agencies in the scramble for 
wire time, white space in the newspapers, 
and for time on the newscasts of the radio 
and TV stations. However, his copy will 
get preferred treatment if he designs his 
releases as they should be; 7.e., straight 
news, trimmed of the propaganda and 
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sugar-coated gingerbread found in the 
routine agency handouts. 


All Contacts Important 


HE down-state editor is just as im- 

portant as the big city editor sitting 
in his ivory tower at the other end of the 
leased-wire reporting service. The former 
cannot afford the wire reports, but he is 
just as interested in what “the boys down 
at the capital” are doing. His deadlines 
are just as vital to him and a good PRO 
will comply with them. 

When time permits, this weekly copy is 
dropped in the mail. As the deadline 
nears, a brief telegram or a telephone call 
on late-breaking news will endear the 
editor with the agency—even if he is not 
too happy with its regulatory activities. 

His readers have a right to know what 
is going on, regardless of whether they 
believe it is in the public interest. 

A good PRO will maintain contacts 
with the various media, making personal 
calls around the state as the need dictates. 
This does not mean during ordinary busi- 
ness hours. It is surprising the favorable 
reaction obtained by a PRO appearing in 
an upstate city room at 7 a.M. for a 
quick chat before the day’s activities be- 
gin, or making a Saturday call on a week- 
ly editor while the latter is cleaning up 
after the last issue. To do so, he has to 
keep the same hours they do. 


Some Things a PRO Sees to 


news rooms usually are not 
manned so that lengthy regulatory 
hearings may be covered. If the PRO has 
done his job well and he enjoys the con- 
fidence of the staffers, his coverage of the 
proceedings will be accepted—usually, in 
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preference to any handouts from the util- 
ity concerned. 

After the conduct of the hearing and 
the final regulatory order, the competent 
PRO will, in addition to his news release, 
make certain that editors of various news- 
papers are provided with copies of the 
order for possible editorial comment. 

During the hearing, the PRO will have 
notified city editors and TV outlets of the 
possibilities of pictorial coverage of the 
proceedings. 


hese Fifth Avenue slogan, “all adver- 

tising is good advertising” may well 
apply to the regulatory agency. If a com- 
mission case against a regulated entity 
fails of proof, that case should be report- 
ed as factually as it would be if the pro- 
ceeding were open-and-shut, since events 
taking place in the hearing room are li- 
able to be reported in a distorted fashion 
by the spectators. A PRO’s factual re- 
lease usually will be accepted ahead of 
hearsay. 

If the press media recognize that the 
PRO will provide an honest report each 
time, they will tend to overlook or down 
play what appears to be inadequate or 
poor case presentation. 


HYDRO POWER 


BIiviein 
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Although the man at the top takes the 
rap as well as the credit for the activities 
of the regulatory body, it is well to hang 
a news story on a lower-echelon per- 
sonality occasionally. Good sense will 
dictate preservation of the balance of 
power. 


Human Interest Pieces Often 
Acceptable 

of the regulatory agency are 

citizens of the community, even if they 
are state employees. What they do or 
what happens to them often can be woven 
into short human interest items that may 
be passed along to the local city editor 
who always is looking for that “brighten- 
er” for an otherwise dull page. The item 
might not reach him through normal 
channels. 

A good PRO also is on the lookout for 
news that does not originate in his own 
department that may be diverted to the 
media. Prestige and favorable relations 
can be heightened through this effort. A 
casual tip may develop into a good story 
or even a series. 

In brief, his nose for news should not 
be short-circuited to activities of his own 
agency. 

So far, it has been considered that the 
PRO has the complete backing of the 
staff from the top man down to the mes- 
senger girl. This is the Shangri-La of the 
regulatory PRO. Unfortunately, this 
happy situation rarely exists. 

What really happens is that the PRO 
has to work as hard or doubly as hard as 
his working-press counterpart on a 
regular news beat. 


Ss the top man is not as keen for 
newsworthy items as is our PRO, 
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Jones, who still does not have his own 
key to the washroom. He is ignored when 
the department heads Queen Bee for 
coffee. 

And, after five o’clock, he is not in- 
vited to sit at the round table in the 
corner pub. 

Worst of all he has not been called in 
on the conferences and gets little or no 
briefing as to what has been taking place 
behind closed doors. He filches a tip here, 
a scrap of information there, and fits it 
into the puzzle. Finally, he sees the com- 
missioner. 

“Oh, yes, Jones!” the man _ says. 
“Meant to tell you, earlier.” 

That’s fine! But, while Jones has been 
beating the hallways trying to find out 
what is going on, a couple of deadlines 
are minutes away and he still has to put 
the thing together. 

Good press relations? No. And, it 
is not even good management! 


PRO Liaison Suggestions 


bigs PRO should be cut in on all 

meetings and conferences. If it is so 
top drawer Jones does not qualify for an 
invitation, he should be given a briefing 
after the session. Perhaps a news release 
would not be apropos at the time. But, 
Jones should be clewed in. If he is con- 
tacted by the working press, an immedi- 
ate answer may be needed to prevent dis- 
tortion or premature publication. 

Close liaison must be maintained be- 
tween department heads and the PRO. 
Many usable news items may be released 
in the absence of the commissioner as a 
routine procedure. If the parochial-mind- 
ed head buries the matter until the story 
leaks out from a source down state, the 
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PRO has to hustle to get the proper angle 
on the press wire. 

This is particularly desirable in the 
checking of facts prior to the release of 
the item. 

At this time, every individual con- 
tacted suddenly becomes a writer. The 
engineer insists the item be replete with 
involved technical phrases. The legal 
eagle injects superfluous and pedantic 
language in his best Ivy League style. 
The finance department wants the full 
treatment. When the first draft has 
passed “co-ordination” the PRO might 
as well throw it in File 13 and start over. 


H: realizes he will be booted out of the 
news room if he submits copy that 
reads like a final order of the commis- 
sion. His main job is to rewrite the 
gobbledygook so that the lay reader can 
understand it. He best knows what the 
media will accept. And, he is trained in 
the art of “selling” his story to get the 
best possible play. 
Of course, there are times when the 
legalistic,. engineering, or financial ap- 
proach is highly desirable. Good press 
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relations do not stop with the day-to-day 
media. Technical and trade journals are 
outlets for special-treatment pieces from 
the commission. Then, the help and ad- 
vice for couching the well-turned phrase 
is highly welcomed, for few PRO’s have 
sheepskins in several areas. 


Utilities Are Often Helped PR-wise 


Poe press relations include favorable 
slants for the utilities under regula- 
tion. This frequently occurs at a time 
when the utility’s paid hack may be out 
of phase with the breaking of the story 
and the opportunity for getting good play 
from his own angle rapidly dissipates. 
A good PRO will sweeten the release 
with proper mention of the utility’s case 
without padding the item. 


An example of this would be a news 
story regarding the commission’s in- 
vestigation of the manner in which utili- 
ties respond to emergencies arising out 
of an explosion, flood, earthquake, or 
other disaster. The commission’s investi- 
gators usually are among the first on the 
scene with the Civil Defense people and 
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are in a position to observe the emer- 
gency capabilities of the utilities in re- 
storing service to the affected area. 
Whereas the hack might be suspected of 
inflating his release, the regulatory PRO 
has the advantage of quoting officials 
directly concerned in the investigation. 


Commission and Utilities Can 
Co-operate 
od time to time, regulated entities 
will co-ordinate their own news re- 
leases with the commission to avoid con- 
flict in timing or approach. No control is 
exercised over the utility’s prerogative to 
release its own material, but the PRO may 
be able to make suggestions, obviating 
two releases and lessening confusion. This 
co-operative approach particularly is use- 
ful prior to rate proceedings, applications 
for certificates of convenience and neces- 
sity, and sales of utility properties, etc. 
Timing of the news release is im- 
portant. Most newspapers have an ex- 
panded issue during the week. A release 
timed to hit this period usually gets a 
better play. However, those scheduled 
for Monday A. M. papers, or, after a holi- 
day, also can be assured of good treat- 
ment since news has been scant during 
the preceding twenty-four hours. 
Morning and afternoon papers should 
be given alternate important stories, 
rather than holding them for one release 
at, say, 9 A. M., or 4 P. M., daily. The 
same perspective should be accorded the 
wire associations, one of which might 
serve a predominate number of the morn- 
ing or afternoon papers in the area. 
There are times when the stories de- 
velop on a cycle that places either media 
at a disadvantage. This is almost un- 
avoidable. 
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Public Entitled to 
Fresh News 


N=: releases must be disseminated 

while they are still news. Too often, 
an attitude will develop with manage- 
ment that requires regulatory orders to 
be circulated before the PRO files his 
release. This makes his story as new as 
a Saturday matinee on TV. He must be 
“in” on the formative stages of the order 
and follow through with the release at 
the time the order is signed. 

The fact that the parties concerned in 
the proceeding hear of the ultimate de- 
cision over the radio, see it on TV, or 
read about it in the newspaper before the 
order actually is published is immaterial. 
They usually have an advance personal 
telephone call at the time the order is 
signed. 

The right of the general public (as 
well as the interested parties) to receive 
the news version in an impartial manner 
should be the governing factor. 

Although most editorial writers pre- 
fer to do their own research, a regulatory 
commission PRO can provide stellar serv- 
ice in this regard, because of the vast 
amount of material available to the com- 
mission from other regulatory agencies. 
Its own historical files and archives also 
are available. He should be well acquaint- 
ed with the leading editorial writers 
throughout the state, regardless of 
whether they are in agreement with con- 
troversial proceedings before the com- 
mission. 


Keeping Score Important 


ta press relations are earned. They 
are the result of day-in and day-out 
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effort through the co-operation of man- 
agement and the shrewd techniques of the 
PRO. Once lost through lack of “press 
consciousness” or sloppy, inaccurate 
methods of the PRO and months of re- 
building are necessary to regain the meas- 
ure of confidence previously enjoyed. 


= PRO should maintain a compre- 

hensive file of material printed in the 
various newspapers. This usually can be 
obtained through the services of a com- 
petent press clipping bureau. The cost is 
nominal and value received will cover 
the outlay many times over. 

Checked periodically, this file will re- 
veal the daily and weekly attitude toward 
certain types of regulatory activity and 
will reveal any loss of attention in cer- 
tain areas. The PRO then can salve any 
wounds before they fester and attempt 
to cure a developing situation with that 
particular media. 

This file also can be used to reflect 
news releases from utility outlets, edi- 
torial reactions, and letters-to-the-editor 
comment. This latter source is excellent 
for checking the “pulse” of the ratepayer, 
even though most of the letters published 
are established as those from “crank” 
or chronic letter writers. The PRO often 
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can correct misunderstandings or misin- 
formation by replying directly to the edi- 
tor of the paper publishing the letter as 
well as to the writer. 


VERAGE via radio and television will 

be difficult to monitor. But, the PRO 
will readily recognize his ability to “get 
through” by means of these media 
through occasional listening or viewing 
of newscasts when he is in a particular 
area or by comment of interested parties 
who are anxious to mention “I heard it 
on the radio” or “I saw it on TV the 
other night,” etc. 

The wire organizations are eager to 
keep the radio and TV clients, and, fre- 
quently, bits of news that do not make 
the newspaper in the area will receive a 
brief mention electronically. 

The regulatory commission should 
never underestimate the value of good 
press relations. There is no substitute. A 
halfhearted or weak press program is 
not better than no press program at all. 

The flow of communications between 
the commission and the ratepayers is a 
modern management tool that cannot be 
ignored or lightly considered. 

Properly treated and utilized, that tool 
will produce. 


ai) en new decade presents a special challenge to us of the busi- 
ness management community. Ours is a government ‘of the 
people.’ By that is meant a government of all the people, not just 


those with special interests. If any group neglects to participate 
actively in the election of political leaders and the formation of 
political decisions, to that extent the democratic processes fail to 
function as intended by the authors of our Constitution. Democracy 


is not a spectator sport." 


—WILLIAM A. McDONNELL, 
Chairman of the board, Chamber of Commerce 


of the United States. 
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A Session of Frustration 


s these lines were written the leaders 

of Congress were preparing to wind 

up the short session before the Labor 

Day holiday. It was apparent, as of the 

closing days of August, that not much 

was expected by way of tangible legis- 

lative results. (The session finally ad- 
journed on September Ist.) 

It had been anticipated, of course, 
that in a political atmosphere generated 
by the rival presidential candidates staring 
at each other across the floor of the same 
Senate the partisan pressures and counter- 
pressures might well bring about such a 
stalemate. 

Yet the majority in Congress evidently 
felt that at least some political advantage 
might have been gained from resuming 
the session after the party conventions. 
Senator Johnson, the Democratic vice 
presidential candidate, is largely credited 
with harboring this view, but Senator 
Kennedy (Democrat, Massachusetts), 
the head of the ticket, must have gone 
along with the idea. Otherwise, the short 
session would not have happened. 

Whatever the motives or hopes, it was 
clear as the present Congress limped to- 
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Washington and 
the Utilities 


wards the end of its legislative tenure 
that neither party would gain much, if 
any, political advantage. The Kennedy- 
Johnson camp evidently placed its chips 
on the possibility that a dramatic session 
would attract large blocks of voters by 
accomplishing the enactment of certain 
major bills which could be brought into 
the campaign regardless of whether the 
President signed them or not. If he signed 
them, the Democrats could take the bow; 
and if he vetoed them the Republicans 
could’ take the blame. That was the 
strategy. 


B" what actually happened was large- 
ly an exercise of futility. If the voters 
have any picture at all of the short ses- 
sion, it is of limited action on all con- 
troversial matters. This leaves them for 
the campaign, and leaves to the next Con- 
gress the real decisions that must be 
made. The congressional majority cannot 
make a convincing case about the failure 
of White House leadership, when its own 
leadership could not get its proposals 
through Congress, dominated 2 to 1 by its 
own party membership. President Eisen- 
hower was quick to point this out at a 
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recent press conference. The Republicans, 
on the other hand, must face up to the 
responsibility, if any, of combining with 
southern conservatives in blocking final 
action on major proposals in the form 
Senator Kennedy desires. Their own pro- 
posals in Congress were roundly trounced. 

But with such “honors even,” if that is 
a fair expression of the situation, the 
image presented to the voters is a con- 
fusing one. Out of such a tangle, no clear- 
cut evidence of who was responsible for 
what can be made in a convincing enough 
manner to affect the broader electorate. 
And so our rival political warriors must 
look elsewhere for their campaign am- 
munition. 

For the country at large, however, the 
dissatisfaction over deferred decisions is 
not a very positive or constructive note 
on which to start a campaign. The com- 
promises over minimum wages, medical 
care for the aged, and public housing and 
federal aid to schools, have all been 
patched-up stopgaps on which both parties 
may talk much but convince few. 


through what little was accom- 
plished during the August meeting, 
the business community, including the 
public utilities, has nothing much either 
to cheer or bemoan. Congress had earlier 
killed hopes of a change in the excise 
tax on monthly telephone bills, toll calls, 
plane, train, and bus transportation. The 
large appropriation bills for federal 
agencies engaged in government power 
project building and operations, and the 
REA rural electric and telephone loan 
programs, have all largely followed the 
prescribed budget pattern. The perennial 
proposals to relieve the natural gas pro- 
ducers from control of the Federal Power 
Commission had not even stirred in their 
committee. pigeonholes. 

The regulatory reform bills, trumpeted 
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so loudly following the sensational dis- 
closures of the Harris Subcommittee on 
Legislative Oversight, had petered out 
into a few perfunctory measures affecting 
FCC operations, but with a promise of 
broader action at a later date. Corporate 
and personal income tax changes were 
never even seriously considered. And so, 
from the utility and regulatory points of 
view, the session drew to a close on a note 
reminiscent of that well-known phrase 
of baseball: “No runs, no hits, no errors.” 
Considering the caliber of bills intro- 
duced but not acted upon, it might even 
be fair to add, “Nobody left on base.” 
This does not mean, of course, that the 
voters will not be faced with the responsi- 
bility of making some tremendous de- 
cisions on matters of major policy by 
voting time next November. But these 
are decisions postponed, rather than fore- 
ordained by any dramatic consequences 
resulting from action on Capitol Hill. 


> 


Aavertising Expenses as Income 


HE FPC in mid-August finally 

dropped the other shoe on the long- 
drawn-out investigation of 76 electric 
companies with respect to treatment of 
certain advertising expenses of a so-called 
political nature. This group of companies 
was ordered on August 17th to reclassify 
their accounts to reflect the cost of certain 
advertising. (See, also, page 417.) 

The commission concluded that the 
companies’ expenditures for eight adver- 
tisements which appeared during 1957 in 
national magazines “are political in 
character” and should be classified as in- 
come deductions. The advertisements 
were published as part of the “Elec- 
tric Companies Advertising Program” 
(ECAP) under the sponsorship of 
“America’s Independent Electric Light 
and Power Companies.” 
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The proceedings were instituted two 
years ago when the FPC issued an order 
questioning the treatment accorded by the 
76 companies for the cost of nine of the 
26 advertisements involved in the 1957 
ECAP program. The companies treated 
the cost as operating expenses. Cost of 
the questioned advertising was estimated 
at $863,130, representing 43.25 per cent 
of the total cost ($1,995,661) of all copy 
placed under the 1957 program. In its 
August opinion, the FPC held that one 
of the nine questioned advertisements 
was not political in nature. 


in the case originally started 
January 6, 1959, at which time FPC 
Presiding Examiner Edward B. Marsh 
excluded evidence offered by the com- 
panies on the ground it was intended to 
show a justification of the amounts ex- 
pended for their advertising program 
rather than whether these amounts were 
properly accounted for under the FPC’s 
Uniform System of Accounts. The fol- 
lowing July 15th, the FPC issued an 
opinion affirming the examiner’s ruling. 
Further hearings were held last Novem- 
ber 23rd and 24th, at which Examiner 
Marsh rejected further testimony by the 
companies, ruling that it was excluded by 
the FPC’s July 15th opinion. Following 
conclusion of these hearings last Novem- 
ber 24th, the FPC ordered the inter- 
mediate decision procedure omitted so 
that it could decide the case directly with- 
out the filing of a decision by the ex- 
aminer. 

Prior to its order instituting the pro- 
ceedings, the FPC advised the companies 
that the advertising expenditures ap- 
peared to involve “the presentation of 
argument in matters of political con- 
troversy” and therefore were not properly 
includable in the operating expense ac- 
counts (above the line), normally charged 
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against the ratepayer. Instead, the com- 
panies were advised that the expenditures 
should be classified as income deductions 
(below the line), normally charged 
against general corporate income. 


N the August 17th opinion the FPC 
said that the eight advertisements 
clearly “deal with a political controversy, 
the private-public power dispute, and 
hence involve the presentation of argu- 
ment in matters of political controversy.” 
The advertisements have as a basic ulti- 
mate purpose the influencing of public 
opinion as to the repeal of existing law, 
the commission continued, and thus are 
directly political. In addition, the FPC 
said “it is a fair inference that their 
ultimate purposes include the influencing 
of public opinion as to such matters as 
the election of public officers, proposed 
legislation, and influencing the decision 
of public officers.” 
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Public Power Projects in 
Congress 


(bev action of the congressional con- 
ferees on the # billion public works 
appropriations bill (HR 12326) largely 
followed the House version with respect 
to differences between the two measures. 
This included $20.5 million for the Ten+ 
nessee Valley Authority, providing, 
among other things, $4 million to start 
construction of the Melton Hill dam on 
the Clinch river. The Army Engineers 
and the Reclamation Bureau received over 
$1.2 billion, which included the following 
items: Bonneville Power Administration, 
$29.5 million; Southeastern Power Ad- 
ministration, $800,000; and Southwestern 
Power Administration, $2.5 million. It 
also provides planning and construction 
money for 61 projects which were not 
included in the President’s budget. The 
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House had added 23 projects and the 
Senate approved 38 additional ones. The 
Senate version of the bill calls for $25.8 
million more than the President asked for 
and $115.2 million more than the House 
approved. 

No action was taken on the ambitious 
bill of Senator Gruening (Democrat, 
Alaska) to build the nation’s largest 
hydroelectric dam in our forty-ninth 
state. The dam would cost a billion dol- 
lars and would provide three times as 
much power as generated by Grand 
Coulee in Washington, the nation’s largest 
concrete dam. Gruening contends the dam 
is needed to supply power for future de- 
velopment of Alaska. He envisions a great 
era of economic development, sparked by 
vast amounts of low-cost power. It would 
enable vast mineral deposits in the interior 
to be tapped, he believes. There was not 
much enthusiasm for the project in the 
Eisenhower administration. 


| comer left at the post was a proposal 
by Senator Moss (Democrat, Utah) 
to commit the federal government to a 
building program of $17.5 billion for 
conservation of resources in the next ten 
years. “Survival as a first-class nation,” 
Moss said, “may be as much dependent 
upon what we do with our resources as 
what we do about our military defense.” 

As with a number of other legislators, 
Moss believes that the Soviet Union’s 
accelerated program of resources develop- 
ment may constitute a threat to this 
nation. Moss charged in a 17-page speech 
that the administration is more interested 
in hard money and a balanced budget than 
with conservation of forests, minerals, 
and water. Last January Senator Moss 
was a member of a subcommittee which 
visited the Soviet Union and brought 
back a controversial report concerning the 
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Soviet’s advances in hydroelectric de- 
velopment. 


The Candidates on Gas 


T is generally assumed, both by his votes 
in the Senate and his advocacy of so- 
called “consumer interest” in his native 
state of Massachusetts, that the Demo- 
cratic candidate for President, Senator 
Kennedy, is and will be opposed to legis- 
lation to ease FPC regulatory controls 
over natural gas producers. Whether his 
affinity with the Democratic vice presi- 
dential candidate, Senator Johnson of 
Texas, will alter this point of view re- 
mains to be seen. In any event, the ques- 
tion is rather academic at this point, in 
view of the pronounced lack of interest 
shown in the so-called Harris Bill. 

Senator Kennedy’s wholehearted en- 
dorsement of the Democratic platform 
likewise suggests that he might be inter- 
ested in future measures to curtail or 
even repeal the 274 per cent depletion 
allowance, now permitted for income tax 
purposes on oil and gas well production. 
Again, the influence of Senator Johnson, 
who has long been an effective champion 
of depletion allowance for his Texas con- 
stituents, becomes a question mark. 

On the Republican side there is ap- 
parently a different picture. Vice Presi- 
dent Nixon is reported to be in favor of 
retaining the 273 per cent tax depletion 
allowance for the oil and gas industry, as 
well as legislation to free natural gas pro- 
ducers from FPC regulation, or at least 
to ease such controls. The Vice Presi- 
dent’s views on these two controversial 
issues were conveyed indirectly to report- 
ers by Herbert G. Klein, press secretary 
to the Vice President. The question came 
up early in August in one of Klein’s brief- 
ings for reporters. 
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“Equal Time” Provision 
Suspended 

RESIDENT Eisenhower has signed into 

law a Senate resolution which clears 
the way for the televised debates between 
presidential candidates Nixon and Ken- 
nedy. The legislation enables the three 
major networks to offer free air time to 
the two major candidates without having 
to give equal time to minor splinter party 
candidates. The legislation, however, does 
not rule out the rights of a substantial 
third party but it does protect the net- 
works from having to give air time to 
self-appointed candidates. 

NBC, CBS, and ABC had each offered 
eight hours of free air time providing the 
“equal time” provision of the Federal 
Communications Act would be canceled. 
President Eisenhower has stated that he 
believes the measure will permit the net- 
works to perform a fine public service 
since the costs of presenting issues and 
personalities during a campaign have 
risen sharply. 

The measure was supported by both 
Republicans and Democrats in Congress. 
The legislation is not permanent and fol- 
lowing the election the suspension will be 
ended and a strict interpretation of “equal 
time” will again be in force. When the 
new Congress convenes there seems to be 
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a good chance that a permanent change 
in the Communications Act will be made. 
The present chairman of the House Inter- 
state Commerce Committee, Representa- 
tive Harris (Democrat, Arkansas), has 
urged such legislation. Some careful study 
will have to be given the matter since the 
lawmakers would not want to rule out 
“nuisance” candidates at the expense of 
third parties with a substantial following. 
For the moment, at least, the decks are 
cleared for a real old-style political debat- 
ing session. 
> 


Communications Industry’s 


Metal Usage 


HE U. S. Department of Commerce, 
Business and Defense Services Ad- 
ministration, has announced that the do- 
mestic communications operating indus- 
try, which incorporates both the telephone 
and telegraph service of this country, used 
approximately 35,650 tons of steel and 
258 million pounds of copper last year. 
The estimate was made by BDSA’s 
Communications Industries Division as an 
aid to mobilization planning, and showed 
that the steel went largely into steel line 
wire, strand for supporting cables, and 
guys for pole line construction. Cables, 
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copper line wire, copper-clad line wire, 
and drop wire were principal copper con- 
sumers. 

One hundred of the largest telephone 
companies, comprising about 94 per cent 
of the industry, were surveyed. They re- 
ported actual use of 33,450 tons of steel 
and 242 million pounds of copper. More 
than 85 per cent of the copper is pur- 
chased in rod or bar form by the wire and 
cable suppliers of the industry. 

The report states that the figures were 
the first that had been obtained on steel 
and copper consumption by the communi- 
cations industry since 1952, when Korean 
War controls were still in effect. Since 
1952 use of steel has decreased about 37.5 
per cent, while copper consumption has 
gone up 66 per cent in the communica- 
tions industry. 

Continued expansion of the industry is 
indicated by the figures. The telegraph 
industry is expanding due to increased 
military contracts and other service. Tele- 
phone plant investment now exceeds $26 
billion. 


Echo I Proves Versatility 


HE Echo I satellite has been the back- 

board for just about every conceiv- 
able type of signal that can be aimed at it. 
Regular radio transmissions have been 
made, telephone conversations have been 
bounced from its thin plastic skin, and 
even music and TV signals have been re- 
flected back to earth as the satellite con- 
tinues its orbit around the earth. 

The Associated Press, together with 
the Collins Radio Company, has even 
bounced a wirephoto of President Eisen- 
hower off the satellite. A standard Asso- 
ciated Press wirephoto transmitter pro- 
duced the signals which were beamed at 
the satellite by a dish antenna in Cedar 
Rapids, Iowa. A similar antenna at 
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Dallas, Texas, received the return signals 
which were then fed into an Associated 
Press wirephoto receiving unit. It took 
less than five minutes to complete the 
transmission of the photo. Transmission 
and reception were handled at the same 
speed that wirephotos generally move. 

In another experiment with the passive 
satellite, a successful transoceanic radio 
connection was completed between 
Holmdel, New Jersey, and a radio station 
at Issy Les Maulineaux, France. 

Dr. John Robinson Pierce, of the Bell 
Telephone Laboratories in Holmdel, New 
Jersey, has stated that he believes trans- 
oceanic television is “around two years” 
away. He emphasized that this forecast 
could not be exact but he did state that 
an extensive amount of testing and ex- 
perimentation will have to be completed 
before such a system can be put into op- 
eration, 

Dr. Pierce is the scientist who put forth 
the idea of using a satellite as a relay sta- 
tion and he was a major influence in the 
development of Echo I. 


Goop many technical problems will 

be solved and a good many answers 
are sure to be worked out as Echo I con- 
tinues to spin about the earth. Foremost 
in scientists’ minds are the possible ef- 
fects on the satellite when it goes into 
eclipse. Then, too, the infinitesimal pres- 
sure of sunlight on the 100-foot sphere 
is forcing the satellite toward the earth’s 
atmosphere and destruction from air 
friction. 

Scientists estimate that the pressure of 
sunlight is only .0000001 pounds per 
square foot. The satellite, which weighs 
only about 80 pounds, presents a large 
area to sunlight with a very small mass. 
It is estimated that the pressure of sun- 
light on Echo I amounts to only about 
.00075 pounds per day, but this is enough 
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to bring it 2.2 miles closer to the earth on 
its perigee (the closest approach that it 
makes to the earth’s surface) every 
twenty-four hours. Solar energy alone 
would bring the satellite to a fiery end in 
about 450 days. However, the satellite is 
also being influenced by air drag and on 
each closer approach to the earth this be- 
comes greater. 


Wage-hour Amendments 
Fail 

ies a good bit of foot dragging the 

House Rules Committee finally 
agreed to a conference on the minimum 
wage bill. The House version of the bill is 
more conservative than the proposal spon- 
sored by Democratic Presidential Candi- 
date Kennedy, and a good bit of back- 
stage maneuvering took place before the 
bill finally bogged down in conference. 


Senator Kennedy was a member of the 
conference committee and of course was 
a strong voice for his version of the bill 
which would raise the minimum wage to 
$1.25 over a three-year period. Of most 
interest to the telephone industry is the 
difference between the Senate and House 
versions as related to the small telephone 
switchboard operators’ exemption. The 
Kennedy proposal would just about elimi- 
nate this exemption and would create 
considerable hardship in such small ex- 
changes. The House version, while up- 
holding a $1.15 figure, was much more 
limited in its extended coverage provi- 
sions. 

Conferees were unable to agree and 
the bill died when the House insisted on 
its bill. Thus, the small telephone switch- 
board operators’ exemption remains with- 
out change. 
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Payola Legislation Passed 


fie House and Senate have agreed on 
a bill which would crack down on 
corrupt broadcasting practices brought to 
light in the celebrated “‘payola” hearings. 

Rigged quiz shows and undercover pay- 
ments to radio and TV personnel for 
“plugs” are specifically prohibited. Fines 
of up to $1,000 a day for ten days could 
be levied against stations found guilty of 
violating the new law. However, a House- 
sponsored provision that would have per- 
mitted the Federal Communications Com- 
mission to suspend station licenses for ten 
days, in addition to the fine, was defeated. 
President Eisenhower has already indi- 
cated that he favors such legislation and 
his signature should be on the bill by the 
time that this article is in print. 

The House hearings on “payola” 
formed the basis for this legislation. It 
also accounts for the House version be- 
ing much more stringent in its penalties 
than the Senate. It has been stated that 
the suspension of licenses, which the 
House advocated, would be a greater 
hardship on the audience than on the sta- 
tion. The bill which was finally passed 
had this provision removed. Senator 
Pastore (Democrat, Rhode Island) has 
commented that it is a “strong bill, but 
not a punitive bill, and is not intended to 
harass or embarrass the broadcasting in- 
dustry.” 

Other more extensive “regulatory re- 
form bills” which were introduced follow- 
ing the disclosures of the House Subcom- 
mittee on Legislative Oversight were 
passed over by the short session on the 
theory that they demanded much more 
deliberate consideration. But regardless of 
the outcome of the elections they are 
bound to come up again early next year 
for consideration by the new Congress. 
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Financial News 
and Comment 


By OWEN ELY 


Utility Growth Stocks—Do 
They Sell on Future Ytelds, 
Or Hopes of Capital Gains? 


HARLES TATHAM, utility analyst of 
Bache & Co. and formerly vice presi- 
dent of the Institutional Utility Serv- 
ice, has done some interesting research 
on utility growth stocks, tending to “de- 
glamorize” them.* He compares stock A 
which yields 5 per cent, with the dividend 
increasing at an average annual rate of 4 
per cent, with stock B yielding only 2 per 
cent but whose dividend increases at an 
annual rate of 12 per cent. The investor 
might choose stock B (in preference to 
A) in the belief that with growth three 
times as fast, the resulting increase in the 
dividend rate would soon overcome the 
disadvantage of the lower initial yield. 
This might be true from a very long- 
term point of view, but it would not be 
until the thirteenth year that the yield 
on the initial cost of B would surpass that 
of A. 

But this does not tell the whole story. 
The yield in some future year is of less 
significance than the average income re- 
turn over a period of years, and, from 
this standpoint, stock A is even more 
strikingly better than B, its average yield 
of 6 per cent over a ten-year period com- 


*We commented on a similar earlier bulletin of 
Mr. Tatham’s in the issue of March 26, 1959. 
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paring with only 3.5 per cent for B. Even 
if held for twenty years, fast-growing B 
fails to provide quite as good an average 
return as A. Mr. Tatham points out: 


More recently, and currently, the 
market has been placing great emphasis 
on growth expectations, and the prices 
of stocks of companies which have had 
a superior record in this regard have 
risen to levels where current dividend 
yields in the area of 2 per cent to 3 
per cent are fairly common. Apart from 
the obvious risk in an assumption that 
a past record of much greater-than- 
average growth will persist for a long 
(10-to-15-year) period in the future, 
the startling fact revealed is that even 
if it does, the income return to the in- 
vestor will in most cases be less than 
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in the case of the slower growth stocks 
with a more nearly “normal” current 
yield. 


M: TATHAM presents two lists of elec- 
tric utility stocks — group A in- 
cluding 13 growth stocks with an average 
yield of 2.62 per cent and an average rate 
of dividend increase of 8.8 per cent; and 
group B containing 18 electric utilities 
with an average yield of 4.49 per cent and 
an average rate of dividend increase of 
4.6 per cent. The rate of dividend increase 
was based on a study of earnings in- 
creases over the past ten years. 

Mr. Tatham states that he is not con- 
sidering the question of possible capital 
appreciation, but is assuming that utility 
stocks are “essentially. bought for the in- 
come they will provide over a period of 
years and that a high price today (low 
current yield) is justified only by the as- 
sumption that future dividends will so 
increase . . . that over a period of years 
a satisfactory income will be received 
in relation to initial cost. We believe that 
this assumption is a reasonable one and 
that it reflects the thinking of most insti- 
tutional investors. . . . We do not believe 
that utility common stocks should be con- 
sidered speculative capital appreciation 
opportunities. The fundamental rdle of 
public utility enterprises as suppliers of 
basic public service needs should rule 
against this view. The basic concept of 
public regulation, designed to restrict 
earnings to a reasonable return on capi- 
tal investment values, negates any such 
optimistic appraisal. . . . The inevitable 
alternative would be government owner- 


ship.” 


NFORTUNATELY, many investors — 
both institutional and private—may 
not be quite as single-minded or idealistic 
as Mr. Tatham thinks they should be. 
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They do not seem to distinguish between 
growth utilities and other growth stocks, 
The idea of capital gains seems as firmly 
rooted in our investment psychology as 
the idea of profits is embedded in our 
business psychology. Even the small in- 
vestor wants to have his cake and eat it 
—he would like a good yield and growth 
too. The sophisticated buyer of growth 
stocks is usually hopeful of two develop- 
ments: (a) that earnings will continue to 
increase at about the same pace as in the 
past five or ten years, thus permitting a 
substantial capital gain to be obtained as 
an addition to the small yield; and (b) 
that the price-earnings ratio may lengthen 
still further which would give him a still 
larger potential profit. Eventually he 
hopes to “unload” on some future in- 
vestor who is even more optimistic than 
he is—the old game of musical chairs. 

It is obvious that with growth utilities, 
potential capital gains have far more than 
offset low yields since 1942. The follow- 
ing figures are based on the year-end aver- 
ages for our index of electric utility 
growth stocks: 


10.8 
16.7 16 
vy sees 30.5 13 
1960 (August 10th) .... 63.1 20 
15% 


pice it has not been necessary 
to be “a long pull” holder to realize 
capital gains far in excess of dividend 
yields during the present bull market 
which, so far as electric utilities are con- 
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‘HISTORICAL YIELD TRENDS OF UTILITY SECURITIES 
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cerned, has been in progress for the last 
eighteen years and (aided by the recent 
“easy money” trend) still shows some 
signs of vitality. An investor buying at 
one year end and selling a year later 
would have profited in every year except 
1950 when he would have had a 1 per 
cent loss. Of course if he had bought in 
1947 and held his stocks pertinaciously, 
they would be worth nearly six times as 
much today; or if he had bought five 
years ago he would have doubled his 
money with something to spare. 


This is the motive which prompts in- 
vestors to buy growth utilities and to dis- 
regard low yields. The same thing hap- 
pened in 1929 when the average yield 
was only 2.1 per cent on Moody’s 24 elec- 
tric utility stocks, compared with 3.9 per 
cent in 1959; and these same stocks 
yielded 7.5 per cent in 1932 although the 
average dividend rate was almost as high 
as in 1929. Today’s sophisticated inves- 
tors think they have a safer bet than in 
1929, when frenzied utility holding com- 
pany finance made even the best operating 
company stocks very vulnerable. But if 
for any reason (such as stricter regula- 
tion) the idea of continuing growth is 
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suddenly dispelled, the price-earnings 
ratio can sink rapidly. Utility finance and 
utility regulation today are basically far 
sounder than in 1929, but the psychology 
involved in the appraisal of growth and 
the pricing of stocks may still be just as 
vulnerable—and in that respect Mr. Tat- 
ham’s ideas undoubtedly have merit. 


the discussion of growth 
stocks in general continues to be a 
favorite and possibly a sustaining factor 
in the stock market as a whole. M. N. 
Gillan, a registered representative in the 
Hackensack office of W. E. Hutton & 
Co., has prepared a $2 brochure on 
“Yardsticks for Appraising Growth 
Stocks.” He presents a table, based on 
earnings (not yields), showing the “num- 
ber of years’ anticipated earnings” which 
are reflected in the price. Thus a stock 
with a price-earnings ratio of 10 and a 
growth in earnings of 5 per cent per an- 
num is selling at only 8.3 years’ total 
earnings; and at 20 times earnings it 
would be selling for 14.2 years’ earnings. 
However, if the rate of growth were 15 
per cent, the latter figure would drop to 
9.9 years’ earnings. 


TALKS ON UTILITY COMPANIES AT N.Y.S.S.A. SEPTEMBER 3, 1958, TO AUGUST 31, 1960 


Date Company 

9/ 3/58 Otter Tail Power Co. 

9/10/58 Southern Union Gas Co. 
9/17/58 | Southwestern Public Service Co. 
10/ 1/58 = Atlantic City Electric Co. 
10/15/58 St. Joseph Light & Power Co. 
10/29/58 Northern Indiana Public Service 
11/ 5/58 = Piedmont Natural Gas Co. 
11/12/58 Baltimore Gas & Electric Co. 
11/19/58 | Texas Gas Transmission Corp. 
11/26/58 Laclede Gas Company 
12/ 3/58 Northern States Power Co. 
12/10/58 Pioneer Natural Gas Co. 
12/17/58 Cleveland Electric Illuminating 
1/ 7/59 General Public Utilities Corp. 
1/28/59 Virginia Electric & Power Co. 
2/ 4/59 ~— Florida Power tion 
2/18/59 Carolina Power & Light 
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2/25/59 
3/ 4/59 


9/16/59 
9/23/59 


9/30/59 
10/ 7/59 
10/ 8/59 


11/25/59 
12/ 2/59 


8/17/60 
8/31/60 


Peoples Gas Light & Coke Co. 
umers Power Company 
Electric Utility Industry 
American Electric Power Co. 
Hartford Electric Light Co. 
Southern California Edison 
Electric Bond & Share 
Oklahoma Natural Gas Co. 
Detroit Edison Co. 
Greyhound Corporation 
Northern Natural Gas Co. 


American Telephone & Telegraph Co. 


Florida Regulation 


Louisville Gas & Electric Co. 
Iowa Electric Light & Power Co. 
American Gas Association 
National Propane Corp. 
Southwestern Public Service Co. 
Federal Power Commission 

New Jersey Natural Gas Co. 
Illinois Power Co. 

Commonwealth Edison Co. 

Texas Eastern Transmission Corp. 


Montana-Dakota Utilities Co. 


Liberalized Depreciation 
Quebec Natural Gas Corp. 
Western Union Telegraph Co. 
Washington Natural Gas Co. 
Pacific Gas & Electric Co. 
Rochester Telephone Corp. 
South Jersey Gas Co. 

Central Illinois Light Co. 
Tennessee Gas Transmission Co. 
Nuclear Power 


Mississippi River Fuel Corp. 
Citizens Utilities Co. 

New England Electric System 
Orange & Rockland Utilities 
Public Service Co. of Colorado 
Rochester Gas & Electric Corp. 
Gulf States Utilities Co. 
Philadelphia Electric Co. 

New York City Transit Authority 
Bangor Hydro-Electric Co. 

San Diego Gas & Electric Co. 
Florida Power & Light Co. 
Tampa Electric Co. 

Utah Power & Light 

Idaho Power Company 

New England Gas & Electric Assn. 
Northern Ontario Natural Gas Co. 
Oklahoma Gas & Electric Co. 
Montana Power 


General Telephone & Electronics Corp. 


Iowa Power & Light Co. 
Delaware Power & Light Co. 
National Fuel Gas Co. 

Iowa Electric Light & Power Co. 
Southern Nevada Power Co. 
Houston Lighting & Power Co. 
The Empire District Electric Co. 
Middle South Utilities 

Brooklyn Union Gas Company 
Lone Star Gas Company 

Indiana Public Service 
Southwestern Public Service 
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FPC Fixes 6% Per Cent Rate 
Of Return in Tennessee 


Gas Case 


Gas TRANSMISSION’s $26,- 
590,000 rate increase case (Docket 
No. G-19983) is being decided “in 
stages” by the FPC, in order to expedite 
the case. It was decided to tackle rate of 
return first, all other factors relating to 
rate base, cost of service, etc., being ac- 
cepted for the time being as presented by 
Tennessee. The company had asked for 
a 7 per cent return but the staff felt that 
63% per cent was adequate, and the com- 
mission agreed, although Chairman Kuy- 
kendall favored 64 per cent. It may be of 
interest to study the commission’s reason- 
ing, since the case may be somewhat basic 
in the future regulation of rates charged 
by pipelines. 

Discussion revolved around cost of 
capital. The staff favored including in 
long-term debt the $18.5 million deferred 
taxes, which it contended is equivalent 
to a long-term loan at zero interest—go- 
ing a step further than excluding this 
item from the equity; but the question 
was reserved for later treatment, along 
with the troublesome issue over the prop- 
er treatment of tax benefits for depletion 
and drilling costs. 


HE weighted average costs of Ten- 

nessee’s debt and preferred stock 
issues were taken as 4.35 per cent and 4.90 
per cent, respectively. The heart of the 
controversy was fixing the rate of return 
on common stock book value which would 
be necessary “to attract equity capital.” 
At a 6 per cent overall return, this should 
work out at 9.69 per cent; at 64 per cent 
overall, 11.39 per cent; and at 7 per cent 
overall, 13.08 per cent. In support of its 
proposed 7 per cent overall return, Ten- 
nessee stated that it had _ historically 
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earned a return of 14 to 16 per cent on 
its equity and that this should be per- 
mitted to continue. It held that the gas 
pipeline companies as a group are entitled 
to a higher return on equity than electric 
utility companies, which have historically 
received a return of close to 11 per cent 
on a larger common equity base. 

In this connection the table worked 
out by Walter Herrman, vice president 
of Southern California Gas Company, 
showing the per cent earned on book 
value for a large number of utilities, is of 
interest: The recent average for 14 gas 
pipeline companies is 13.31 per cent and 
the figure was as high as 16.18 in the 
period ending June 15, 1956. (The latest 
electric utility figure is 11.27.) 


the commission held that 
Tennessee’s financial and operating 
situation has improved so much that it 
is no longer entitled to the same return 
on book equity which it has historically 
enjoyed. Moreover, both the staff and the 
commission preferred to use earnings- 
price ratios “with judgment” to deter- 
mine proper rate of return, holding that 
the investor’s appraisal of the risks in- 
herent in the enterprise, and the return 
which he requires in the light of this ap- 
praisal, are basic to a determination of 
the allowance for common equity. In the 
past five years Tennessee’s E-P ratio 
averaged 5.8 per cent compared with an 
average of 6.3 per cent for ten other 
major pipelines. For this and other rea- 
sons the FPC felt that the company has 
enjoyed a favorable and improving posi- 
tion in the money market in relation to 
other companies. Hence it concluded that 
an allowance of only 10 to 10.5 per cent 
on common equity would be adequate for 
Tennessee, corresponding roughly to an 
overall return of 63 per cent. 

In the Herrman table referred to above, 
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the recent earned return for Tennessee 
was 12.57 per cent, hence the commis- 
sion’s decision seems equivalent to a gen- 
eral cut of nearly one-fifth in the com- 
pany’s earning power. The company may 
have to make immediate refunds to cus- 
tomers of about $11 million (P.U.R. E-x- 
ecutive Information Service, Letter No. 
1389, August 12th). 


Rate of Return Earned on 
Rate Base for Different Classes 
Of Con Ed Customers 
Ge interesting statistics are contained 

in Exhibit 112A, Table 4A, filed in 
the current consolidated Edison rate pro- 
ceedings before the New York Public 
Service Commission. The rate of return 
earned in the calendar year 1959 (on the 
average rate base) for residential cus- 
tomers using up to 2,121 kilowatt-hours 


Annual 8/23/60 Divi- 
Rev. 
(Mill) About Rate 
Pipeline and Integrated Systems 
$ 6 O Ala. Tenn. Nat. Gas.... 24 $1.20 
227 S. American Nat. Gas ..... 68 2.60 
111 A Ark-Louisiana Gas ..... 35 1.00 
62 O Colo. Interstate Gas .... 40 1.25 
465 S Columbia Gas System .. 21 1.00 
21 O Commonwealth N. G. .. 23 1.10 
12 S ‘Gonsol: Gas UGL ....... 26 .90 
324 Gonsol: Nat Gas ....... 48 2.20 
452 S El Paso Nat. Gas ...... 34 1.30 
55 S 38 
30 Heuston: 40 .80 
24 O Kansas Nebr. Nat. Gas. 24 1.04 
125 S Lone Star Gas ........ 43 1.80 
88 S Miss. River Fuel ....... 35 1.60 
31 S Montana Dakota Util.... 31 1.20 
29 O Mountain Fuel Supply .. 1.20 
OF S Natl Fuel 23 1.20 
159 S Northern Nat. Gas ..... 31 1.40 
43 S Oklahoma Nat. Gas .... 1.24 
137 S Panhandle East. P.L... 44 1.80 
226 S_ Peoples G. L. & Coke... 66 2.60 
33 O Pioneer Natural Gas ... 25 88 
122 S Southern Nat. Gas ..... 40 2.00 
46 O Southern Union Gas . aA 12 
463 S Tenn. Gas Trans, ... 22 ~=1.10 
296 O Texas East. Trans, - 30 1.40 
116 S Texas Gas Trans. ...... 36 1.40 


FINANCIAL NEWS AND COMMENT 


FINANCIAL DATA ON GAS UTILITY STOCKS 


Price dend Approx. 


was 8.1 per cent; for those using over 
that amount, 5.8 per cent. For general 
customers using up to 15,912 kilowatt- 
hours, the return was 10.7 per cent; 
15,912 to 420,000, 8.9 per cent. 

The figures seem to indicate that Con 
Ed’s net earnings from supplying its larg- 
est customers, including the city of New 
York, are not very profitable. A 2.6 
per cent return from “general” customers 
using over 420,000 kilowatt-hours per 
annum seems particularly low, although 
they contribute over one-sixth of total 
revenues, These customers include some 
of the department stores, big real estate 
projects, large industrial customers, and 
nonsubmetering landlords. 

It would be interesting to have more of 
these cost analyses in rate cases. In our 
opinion, too little information has been 
made available on this important phase 
of utility earning power. 


Per Cent Increase Price- 


Recent 
Share In Share Earn. Earn. Pay- Stock 


teld Earns. Recent 5-yr. Aver. Ratio out Equity 


0% $1.57Je 8% 8% 153 76% 43 
7 54 40 


8 4.78Je 10 14.2 
9 1.71Je 11 50 205 59 40 
1 1.77Je NC 11 226 71 2 
8 1.53Je 11 6 137 65 45 
8 1.76Je 12 6 131 63 52 
5 159Ap 10 15 164 S7 59 
6 3.45Je 12 3. 139 
8 1.66De 3 11 205 78 21 
9 251Je D4 11 #151 74 46 
0 2.22Ap 57 9 180 36 20 
3 1.85Je 22 6 130 56 36 
2 2.4lJe 4 6 178 7 43 
6 2.19De 12 5 160 73 50 
9 1.95Je 10 5 159 62 30 
4 1.82Je 3 4 148 66 53 
1.74Je D9 6 132 69 
5 2.15Je 26 7 144 65 32 
3 2.19Je 13 § 1.2 7 H# 
3.30. 18 9 133 
0 4.33Je 10 8 12 60 43 
5 1.40De 27 9 179 6 41 
0 2.10Je 7 — 1990 9% 36 
7 1.50De 7 3 140 7% 2 
0 1.29Je 28 17 17.1 85 26 
7 2.47Je 24 4 121 57 2i 
9 2.58Je 21 9 1440 2 
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Appros. 

8/23/60 Divi- Recent Per Cent Increase Price- Divo. Common 

A Share In Share Earn. Earn. Pay- Stock 
(Continued) Rate Peed Earns. Recent 5-yr. Aver. Ratio out Equity 


Transcont. Gas P. L. ... 1.20(b) 5.7 1.18Je 2 6 178 102 20 
United Gas Corp, ...... 150 47 2.16Je D8 2 148 $7 41 


Averages 4.3% 13% 8% 15.6 


Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas ... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Gas ..... 
Gas Service 
Hartford Gas 
Haverhill Gas 
Indiana Gas & Water ... 
Laclede Gas 
Mich. Gas Utils. 
Minneapolis Gas 
Miss. Valley Gas 
Mobile Gas Service 
New Haven Gas 
New Jersey Nat. Gas .. 
Northern Illinois Gas .. 
North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. 
Providence Gas 
Rio Grande Valley Gas . 
So. Atlantic Gas 
So. Jersey Gas 
United Gas Improvement 53 
Wash. Gas Light 5 
Wash. Nat. Gas 


$2.79Je 
3.67My 


Op 
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O 
O 
O 
O 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


8/23/60 Divi- Recent Per Cent Increase Price- 
Price dend Approx. Share In Share Earn. Earn. 
About Rate teld Earns. Recent 5-yr. Aver. Ratio 


Communications 
American T.&T. (Cons.) $3. 4% 417.4 
Bell Tel. of Canada .... 48 20.1 
Cin. & Sub. Bell Tel. ... 
Mountain Sts. T.&T. ... 
New. Eng, TAT. ...... : 
So. New Eng. Tel. ..... f 5 2.51De D3 


Averages 7% 
Independents 


7 O Anglo-Canadian Tel. .... 39 10% 
45 O British Col. Tel. ....... 47 ; 90 
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Pats 
Rev. 
(Mill) 
354 S 
34 40% 1% 115 57% 35 
57 
a 3 Li8My DI9 6 169 85 41 
7 2.05Je  D22 5 151 82 48 
6 1.22De D6 14 164 82 41 
ae 89 *178Je *9 *6 *163 67 42 
45 1.94Je 14 9 134 62 18 
ee. 14 Sle 25 — 158 84 58 
oo 16 336Ap 21 11 110 4 79 
77 287Jy 15 8 129 60 35 
9 290Ma 8 — 170 69 51 
3 200Je D6 12 140 80 33 
Bee 21 1.63Je 10 5 135 61 46 
58 163Je 45 
7 1.10Je 33 5 136 55 37 
a cok 53 228Je 10 — 145 68 43 
18 1.93Ma D14 19 62 37 
oa 6 146Je 19 4 178 75 38 
8 3.24De 5 120 62 68 
16 *1.60Je *12 *15.0 56 36 
ee 105 212Je 21 14 193 57 42 
10 1.15Ma 31 10 104 57 60 
4 20 *160Je *30 *11 *144 53 36 
307 3.16Je 22 2 161 76 41 
— 12 88Ma 10 — 148 57 27 
2 193De DI2 13 83 39 27 
11 65De 5 169 86 48 
4 30Je D8 7 133 53 46 
a 5 87De D282 — 161 92 30 
16 1.42Je 12 13 183 70 51 
36 341Je — 10 156 70 49 
63 418Je 13 3 122 57 39 
eee 18 162Je 33 2 160 62 38 
i 11 Western Ky. Gas ...... 20 195Je 42 15 103 36 36 
_ Aprox. 
Annual Div. Common 
Rev. Pay- Stock 
: (Mill.) out Equity 
$6,771 S 62% 64 
377 A 92 62 
51 O 81 
288 A 70 
380 A 75 «59 
1,040 S 82 57 
128 O 88 65 
400 


1 


dend January 7, 1960. (m 


8/23/60 
(Continued) 
Galit, Inter, 13 
Calif. Water & Tel. .... 29 
Gentral 22 
Commonwealth Tel. .... 22 
Wel. 25 
General Tel. & Elec. ... 30 
Hawaiian Telephone . 21 
Inter-Mountain Tel. .... 16 
Puerto Rico Telephone . 53 
Rochester 24 
Southwestern St. Tel... 25 
Tel. Service of Ohio ... 29 
United Utilities ........ 46 
West Coast Tel. ........ 28 
Western Union ........ 48 
AVCTARES 
Water Companies 
Holding Companies 
American Water Works. 21 
Operating Companies 
Bridgeport Hydraulic ... 37 
Calif. Water Service ... 27 
Elizabethtown Water ... 26 
Hackensack Water ..... 53 
Indianapolis Water ..... 26 
Jamaica Water ........ 41 
New Haven Water ..... 67 
Ohio Water Service .... 28 
Phila. & Sub. Water .... 57 
Plainfield Un, Water ... 20 
San Jose Water ........ 39 
Scranton-Springbrook ... 26 
South. Calif. Water .... 19 
Southern Gas & Water . 23 
Averages .......... 
Transit Companies 
Baltimore Transit ...... 7 
Cincinnati Transit ...... 7 
Fifth Ave. Line ........ 19 
Greyhound Corp, ....... 24 
Niagara Frontier Trans. 13 
Pittsburgh Rys, ........ 11 
ochester Transit ...... 7 
United Transit ......... 6 


gust; Se—September; Oc—October; N—Novem 


4 

Rate 
70 54 
136... 47 
.88(b) 4.0 
90 4.1 
100 4.0 
100 48 
80 5.0 
180 34 
100 42 
120 48 
.35(q) 1.2 
1.45 32 
120 864.3 
140 29 

3.9% 

$ .80 38% 

$1.70 46% 
120 44 
1.20 4.6 
2.40 4.5 
1.20(s) 4.6 
2.20 5.4 
3.40 
1.50(b) 5.4 
1.80(s) 3.2 
1.10 5.5 
1.30 
120 46 
100 5.3 
80(d) 3.5 

4.6% 

$30 4.3% 
1.00(t) 5.3 
1.00(a) 4.2 
77 
60 4.6 
VAR | 
40) 
80 80 
40° 117 


6.0% 


401 
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Per Cent Increase Price- 
In Share Earn. 
Recent 5-yr. Aver. Ratio 


D50 
D1 


52% 


Div. Common 
Earn. Pay- Stock 
out Equity 
NC 265 143 24 
5 158 74 36 
55 
8 150 3661 35 
4 18.9 76 
10 27.3 69 43 
4 -73 45 
— 208 104 53 
— 275 93 42 
5 162 67 36 
156 75 42 
14 236 74 39 
5 14.7 63 37 
15 185 54 87 
7% 187 68% 
7% 169 65% 19 
5% 199 91% 53 
6 17.1 76 86037 
11.8 55 60 
22 3 
2 
7 
— 230 117 #55 
— WA 9 33 
5 176 49 29 
12 87 43 66 
10 176 59 = 41 
6 146 67 29 
7 
5 12.7 44 19 
6% 154 69% 
11% 69 — 45 
SG 
— — — 65 
7 ABS 
11.7 9 92 
17.1 79 
— 
65 37 100 
13.0 104 93 
a 170 — 65 
2 6.7 79 54 
2% 11.1 68% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
ber; De—December, *Deferred taxes resulting from lib- 
eralized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. }On average shares. D—Decrease. (a) Also 10 per 
cent stock dividend October 24, 1960. (b) Also 30 per cent stock dividend December, 1959, 2 per cent stock 
dividend September 30, 1960. (d) Also 1 per cent stock dividend quarterly. (e) Also 3 per cent stock divi- 
Also 10 per cent stock dividend January 15, 1960. (q) Also 3 per cent stock 
dividend December 31, 1959. (r) Also 40 per cent stock dividend June 13, 1960. (s) Also 10 per cent stock 
dividend March 31, 1960. (t) Paid to date. NC—Not comparable. 
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quity (Mill) Earns. 
20 4 
22 160Je 6 
5 147De 9 = 
5 1.32De 32 
5 23 f137Jy 8 
4 8 77De D15 
1 9 1.93De D1 
8 26 148Je D7 
12 1.60Je 2 
2 13 13lJe 40 
42 195De 19 
i 190Je 21 
276 2.59De 31 
5 11% ae 
3 
4 
48 S $124Je 5% 
17 1.58Jy D9 
3 5 220De 17 a 
4 12 *4.36De 
10 166Ma 25 
) 6 3.12Je 
‘ 5 2.91De D12 
2 161Je D9 
11 3.29Ma 31 
| 3 231De 44 
5 2.22Je D2 
7 1.38Je 15 
4 181Ma 30 
21 $1.02De 72% 
12 91De 193 
66 23De — 
322 181De D5 
13 76De  — 
6 1.08De 26 
ity 21 .77De 13 ee 
13 50De 146 
20 89De 18 


What Others Think 


Developments in Water Desalting 


A NUMBER of newspapers have recently 
turned their attention to the prob- 
lems of water shortages and, more 
specifically, to the various programs now 
under study which would convert non- 
usable water to a potable product. Where 
we are in this country, with respect to 
various desalting projects, has been briefly 
reported in a roundup article by Robert 
Keatley in the August 11th issue of The 
Wall Street Journal. 

In Freeport, Texas, starting next sum- 
mer, one million gallons of water a day 
will be pumped from the Gulf of Mexico 
into the water system after being con- 
verted into fresh, potable water. The 
Freeport desalting plant is one of many 
that the federal government is subsidizing 
in its quest to find the best and most 
economical method of extracting salt 
from water. 

A number of companies, Keatley says, 
are struggling with the problem of salt 
water conversion, ranging all the way 
from Bethlehem Steel to Ionics, Inc. An 
official of Westinghouse Electric Cor- 
poration, one of the concerns working 
on conversion equipment, declared that 
“In the next five or ten years, some areas 
are going to have to build conversion 
plants despite their cost if they want to 
have enough drinking water.” Keatley 
tells us that 
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Water shortages are already a prob- 
lem for many cities. One utility asso- 
ciation expects more than 1,000 com- 
munities to ration water this year, 
while another claims 20 per cent of the 
nation’s 18,000 municipal water sys- 
tems have supplies too skimpy to meet 
dry-year demands. Shortages in recent 
years have had diverse results. They 
have led Dallas residents to line up to 
buy pure water at 50 cents a gallon, 
inspired an Orange, New Jersey, ordi- 
nance providing a fine for a leaky 
faucet, and induced Jamaica, New 
York, to assign inspectors to patrol 
city streets looking for illegal lawn 
watering. 


to Keatley, government ex- 
perts claim that by 1980 the gap be- 
tween the amount of water available and 
the amount needed will be such that many 
new sources of water must be tapped to 
meet the demand. They report that short- 
ages will be greater in some areas, such 
as the arid Southwest and thickly popu- 
lated mid-Atlantic states. He states as fol- 
lows : 


The prospect of a steady climb in de- 
mand for water from both individual 
and industrial users is stirring the cur- 
rent interest in utilizing salt water, 
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which is available over a large part of 
the country. Oceans lap at the borders 
of 23 states, with 65 per cent of the 
nation’s industry and 55 per cent of its 
population, water researchers note. 
Also, there are untapped pools of 
brackish water available underground 
in many areas. 


Keatley said that both government 
spending and private research on ways to 
convert water from these sources into 
usable form have been steadily rising. 
Today there are about 100 research cen- 
ters and private companies spending up 
to $50 million annually on water-con- 
version research. 

Some of the companies in the equip- 
ment field such as Ionics, Inc., specialize 
in small conversion plants. Ionics has sold 
about 40 such plants around the world. 
But other companies now getting into the 
business have their eyes focused on large 
municipal plants. Some of these are Blaw- 
Knox Company, Fairbanks Whitney 
Corporation, General Electric Company, 
and Food Machinery & Chemical Cor- 
poration. 


HE matter of cost, the Journal article 

explains, is the key to the future of 
the industry. According to American 
Water Works Association figures, most 
cities now pay from 10 cents to 80 cents 
a thousand gallons for their water with a 
typical mid-Atlantic area town now pay- 
ing about 40 cents. The lowest proven 
desalting cost for sea water is found on 
the Caribbean oil refinery island of Aruba 
where a 2.7 million gallons a day plant 
supplies water at a cost of $1.75 a thou- 
sand gallons. However, it is believed that 
newer plants, such as that planned for 
Freeport, Texas, will be able to convert 
salt water to fresh at a cost of about $1 
for 1,000 gallons. 


WHAT OTHERS THINK 


The Blaw-Knox freezing process is es- 
timated to be able to convert salt water 
at a cost of 50 cents a thousand gallons. 
Reports the Journal: 


A wide variety of simple-sounding 
schemes have been devised to separate 
salt from water. Most are based on two 
facts long familiar to high school 
physics students: Boiling salt water 
gives off fresh-water vapor, which can 
be condensed; and freezing salt water 
forms pure ice crystals, which can then 
be melted to obtain fresh water. 


The distillation process is envisioned 
by Professor Everett Howe, director of 
the University of California’s $500,000-a- 
year conversion research program, as the 
most important conversion method for 
the near future. He believes water con- 
verted with this process will cost some- 
what less than $1 per thousand gallons. 
Partisans of freezing methods do not 
agree with the professor. They believe 
they can do better. 


— is one company which ex- 
pects to produce potable fresh water 
from salt for around 50 cents a thousand 
gallons. Another, Fairbanks Whitney, 
boasts it can convert salt to fresh water 
for 40 cents a thousand gallons or even 
less. This company hopes that a contract 
for construction of a desalting plant in 
the United States will be signed before 
the end of the year so it can demonstrate 
what it can do. 

As to government research, author 
Keatley reports that conversion facilities 
are to be built in San Diego, Webster, 
Roswell, and one eastern city, as well as 
Freeport, Texas. Each plant will use a 
different process. Out of it should emerge 
operating data that will enable local water 
officials to decide what type of plant they 
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“MY PUSH-BUTTON KITCHEN JUST PUSHED ME BACK!” 


should build and what it will cost to pro- 
duce salt-free water. 


America and Water Use 


HE Providence Journal, in an edi- 

torial on August 17th, has noted that 
our nation is the leader in water consump- 
tion—nearly 150 gallons per day for each 
person. Of course not all of this is used 
for washing and drinking. Huge amounts 
do such things as wash the family car, 
water the lawn, and fill the swimming 
pools of the nation. Industry, too, the 
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editorial points out, is a huge consumer. 
An interesting statistical note was the fact 
that a quarter of a million gallons of 
water is needed to produce one ton of 
rayon. 

It was pointed out that distillation 
plants for the conversion of sea water 
have been in operation for many years. 
All of the larger ships customarily con- 
vert their own fresh water. However, in 
all such plants the hitch arises over the 
cost of these methods when they are ap- 
plied to large quantities of water. 

A brief survey of various experiments 
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now under way in diverse parts of the 
world was contained in the editorial. The 
problem is very real. However, the edi- 
torial expresses confidence that a method 
will be found which will produce volumes 
of water at a reasonable cost. The article 
ended on a note of optimism, stating: 


We would be in a bad way indeed if 
we reached 1980 and discovered there 
wasn’t enough fresh water to go around. 
But the prospect isn’t so black. Chances 
are that the problem will be licked, 
we'll go right on being lavish in our 
use of water, and plenty of fresh water 
will be available in 1980 and far be 
yond. 


ANETTA S. Riwcety of the Baltimore 
Sun also authored an article on water 
conversion during August. She stated that 
the Baltimore water system alone uses 
some 200 million gallons of water a day, 
40 per cent of which is consumed by in- 
dustrial and business operations. Balti- 
more, however, is fortunate in that its 
geographical situation assures a good 
supply of water for many years ahead. 

All of these articles make it clear that 
as the population increases, industry ex- 
pands, and living standards go up, the 
amount and demand for water also in- 
crease. 

The Baltimore Sun spotlights a point 
that is often neglected when water con- 
version is being discussed. This article 
notes that natural watersheds are being 
deforested, rivers are being polluted, and 
natural sources of underground water are 
drying up from overuse. A number of 
authorities have pointed out that this 
nation is not making adequate use of the 
water that does exist and that a consider- 
able amount of pressure could be taken 
off the experimental inquiries into salt- 
water conversion if existing supplies were 
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used with wisdom. This maximum use of 


existing water does not rule out the need 
for continued experimentation, nor does 
it downgrade the importance of finding 
an economically feasible method of salt- 
water conversion. Maximum use of exist- 
ing water would, however, give a period 
of grace during which these desalting 
processes could be developed and tested. 


HE Ridgely article notes that some 

communities are now using converted 
water but that the price is high. How- 
ever, the article observes that when no 
water is available there is little quarrel 
over price. It seems clear that a good bit 
of our future water will come from con- 
version plants, and the article states: 


Within twenty years many densely 
populated parts of the United States, 
even in the temperate region, may have 
to run out of new water sources. They 
may have enough for domestic use, but 
will need more for industry. They will 
have to turn to the sea and brackish 
lakes and springs for water, just as the 
desert areas are now turning that way. 
What is now a matter for a few scat- 
tered communities will be a way of 
life. 


In conclusion the article notes that 
fresh water is the most precious mineral 
on earth and that almost no part of the 
world has enough of this commodity— 
and the need is growing all the time. The 
water problem is critical in this nation. 
However, development of an economical- 
ly feasible system for converting salt or 
brackish water to the fresh product will 
have its greatest impact on such arid 
areas as Israel. We are obviously now in 
the experimental and developmental 
stage. The next few years should provide 
many answers to questions that now 
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plague the scientists and keep water-con- 
version costs high. Most authorities, 
however, hold out real hope that the prob- 


lems can be licked and that a practical 
method of water conversion, while not 
“just around the corner,” is in the books. 


Some Cogent Thoughts on Area Development 


Ww: AT is a true area development pro- 
gram and why should an electric 
utility take the leadership in developing 
such a program? What rewards should a 
utility expect for its expenditure of time 
and effort? Harllee Branch, Jr., presi- 
dent of The Southern Company, pre- 
sented some interesting answers to these 
questions as well as other aspects of area 
development in an article that appeared in 
the fourteenth annual public utility sur- 
vey issue of Investment Dealers’ Digest 
in June. 

His first thought on the subject was 
that a utility’s approach to area develop- 
ment should be comprehensive enough to 
embrace all facets of community life and 
yet sufficiently diversified in purpose and 
content to interest all groups of citizens. 
He admitted that the objective of some 
utilities to attract new industries was ad- 
mirable. However, Branch pointed out 
that industrial development alone is too 
limited in its benefits to the community to 
justify sponsorship by a utility company. 
He said a utility business must be con- 
cerned with all groups of citizens, and 
added : 


. . . Similarly, an area development 
program should not be restricted to 
farm interests alone, or business in- 
terests alone, or to the interests of la- 
bor, or to any one group to the ex- 
clusion of the rest. 

This does not mean that every aspect 
of a community development program 
must be universal in its appeal or that 
all phases of it must be undertaken 
simultaneously. On the contrary, well- 
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conceived, effective programs usually 
are made up of many parts, and re- 
quire years of work before the total 
objectives can be achieved. . . . 


HE president of The Southern Com- 

pany said he realized that electric 
utility companies seeking to promote the 
advancement of their service areas must 
justify such expenditures to their stock- 
holders and directors, and, in some cases, 
to public regulatory agencies as well. He 
said this often results in the temptation 
for utilities to confine their energies and 
expenditures to industrial and economic 
promotions which can be readily justified 
on the basis of direct financial returns. 
Mr. Branch continued: 


But this is only the easy way, not 
the best way, and in the long run not 
the most appealing to either stock- 
holders or regulators. 

While industrial development is a 
desirable undertaking it should not be 
made an end in itself. The purpose 
should be not only to increase the num- 
ber of industrial jobs but to improve 
the educational, cultural, and recrea- 
tional opportunities and to heighten 
the sense of civic and political respon- 
sibility of the citizenry as a whole. 


Branch called attention to the environ- 
mental aspects of a community. The kind 
of place in which a person lives is just 
as important as the chance to make a liv- 
ing. The kind of schools, churches, 
libraries, hospitals, and sources of enter- 
tainment are values that must be con- 
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sidered. And, Branch insisted, they can 
be effectively promoted by private enter- 
prise in area development programs spon- 
sored by utilities and other nongovern- 
mental groups. 


|. the kind of community has 
a bearing on whether new indus- 
tries will consider moving there, Branch 
declared. He stated: 


An adequate community program 
should be directed toward utilizing the 
particular human and other resources 
possessed by the region. Every section 
has its own natural endowments and 
these should be developed as fully as 
possible. . . . Area development pro- 
grams .. . should be carefully tailored 
to fit the human talents and the physi- 
cal resources of the particular region, 
thus promoting diversity of production 
and at the same time preserving the 
sectional customs and habits which are 
so priceless an ingredient of American 
life. 


Branch said he did not agree that an 
area should never change in its industrial 
or commercial aspects, nor that its rural 
environs should not be modified. But he 
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felt a satisfactory balance should be 
striven for among industry, agriculture, 
wholesale and retail trade. In comment- 
ing on what returns an electric utility can 
reasonably expect from its area develop- 
ment efforts, Branch had this to say: 


. . . Strictly speaking, an electric util- 
ity exists to supply a specific service; 
to furnish a form of energy to home, 
farm, offices, and factories. It is not 
intended to be a social agency or an 
uplift society. 

But the fact is that an electric util- 
ity can sell its service only to customers 
who can use it to advantage and are 
able to pay for it. 


opportunity to win public recog- 
nition, support, and friendship that 
come from a really good program of area 
development is the reward that comes 
to utilities, Branch stated. “We hear a 
great deal of talk these days about creat- 
ing a favorable ‘corporate image.’ I don’t 
know of a better image a public utility 
can show to its customers and the public 
than that of an organization eager to 
lead, work, advise, and co-operate with 
all who have the betterment of the com- 
munity at heart.” 


Wwe the reasons are for regulatory 
delay in gas rate cases and what 
can be done to change the situation are 
questions, the answers to which were ad- 
mirably discussed by Clarence H. Ross, 
senior partner in the firm of Ross, Mc- 
Gowan & O’Keefe, in the midyear issue 
of Investment Dealers’ Digest. Ross, a 
member of the Chicago bar, has practiced 
extensively before the Federal Power 
Commission and in the courts of appeal 
with respect to regulatory matters. He 


Causes of Regulatory Delay 


was also (at the time) chairman of the 
Section of Public Utility Law of the 
American Bar Association. Many of his 
thoughts concerning the FPC, in its ad- 
ministration of the Natural Gas Act, ap- 
ply to the delay of regulatory cases 
among other agencies as well. 

There are two categories of causes of 
delays in gas cases handled by the FPC, 
Ross tells us. They are: (1) Bottlenecks 
caused by a shortage of qualified staff 
personnel, and (2) inherent delays in the 
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administrative process which are and, 
minus remedial legislation, will continue 
to be largely beyond the control of the 
commission. 


M* of the work of the FPC, Ross 

said, is carried on expeditiously and 
without criticism from the participants or 
the public. But the length of time it takes 
to issue a final order is the agency’s chief 
deficiency. Usually delays occur in cer- 
tain contested certificate cases, pipeline 
rate cases, and in the whole area of de- 
termination of rates for independent 
producers. Ross stated: 
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Treating the rate regulation of in- 
dependent producers as an independent 
category created by the decision of the 
U. S. Supreme Court in the famous 
Phillips case, the principal cause of de- 
lay in this area, in my opinion, rests 
with the decision in the City of Detroit 
case. In this case the commission had 
allowed field price for a pipeline’s own 
produced gas as an element in the ulti- 
mate composition of rates. The court 
held that if the commission wished to 
abandon the conventional original cost 
basis for fixing rates, such abandon- 
ment must be justified on the record. 
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The court also said that the conven- 
tional original cost basis must continue 
“to be used, at least as a point of de- 
parture” and “as a basis of compari- 
son” in fixing rates. The commission 
has interpreted this case as requiring, or 
at least justifying, reliance exclusively 
on original cost evidence in fixing rates 


for pipeline companies. . . . 


Rs said he believes the commission 
provided an almost impossible task 
for itself by imposing the same formula 
for determination of rates of independ- 
ent producers as it did in the “City of 
Detroit” pipeline rate case. And he 
asked, ““What can be done to reduce de- 
lay in resolving independent producer 
rate cases?” Remedial legislative efforts 
have proved fruitless, Ross admits, so he 
believes that in the absence of positive 
action by Congress, the commission 
should adopt bolder and more realistic 
solutions at the risk of court disapproval. 
Only in this way, he feels, can the log 
jam of rate cases be broken. 


Certificate Cases 

cases in which there are a 

large number of interveners are the 
ones, Ross said, where long delays are 
frequent. Many of the claims of these 
active participants in the cases are of 
scant merit, but the commission permits 
them the same due process as those with 
valid and substantial objections. Also, 
representatives of competing fuel indus- 
tries are accorded the right by the courts 
to intervene in certificate proceedings and 
given benefit of due process. Thus in 
large cases the sheer number of inter- 
veners and parties of interest preclude an 
expeditious determination of the proceed- 
ings. And often there is present the in- 
sidious angle of deliberate delaying tactics 
by some of the interveners and others. 


WHAT OTHERS THINK 


Speeding up Cases 

N certificate cases much can be accom- 
plished if authority to grant tem- 
porary authorizations for new pipeline 
service pending full-scale hearing should 
be broadened by Congress. Ross pointed 
out that the applicant would have to risk 
construction pending final decision, but 
where the opposition sought a stay of the 
commission’s order in the U. S. court of 
appeals and was rejected, going ahead 
with building the pipeline would be pretty 
safe. “This procedure would break the 
log jam in certificate cases as no opposi- 
tion will be interposed in the later full- 
scale hearing merely for delay or for in- 

consequential reasons.” 

Congress might also give the commis- 
sion greater power to eliminate delays 
caused by procedural abuse under the 
guise of exercise of due process, Ross de- 
clared. 


Pipeline Rate Cases 


r pipeline rate cases the pattern of pro- 
cedure is fairly well-established, but 
the bottleneck is the commission’s staff. 
This is to be expected for the staff must 
examine the often voluminous conten- 
tions made by the applicant for increased 
rates, as well as make studies at the prin- 
cipal office of the pipeline. These activi- 
ties may well consume several months 
and use the abilities and energies of sev- 
eral men. Here the commission falls 
down simply because it does not have 
enough qualified personnel to keep up 
with the volume of work. Ross added : 


. . . The result has been that many 
pipelines have as many as two or three 
rate cases pending, and the commission 
is some years behind in disposing of 
them. The commission has recently 
adopted the expedient of hearing the 
last rate case first and therein deter- 
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mining the issues raised in the pre- 
viously pending cases. This procedure 
will be of some assistance in bringing 
the rate proceedings up to date though 
more examiners and staff are re- 
quired. 


Ross said that the best way to cope 
with the inadequacy of commission staff 
personnel is to provide larger budgets, 
although he did suggest that much could 
be accomplished if the present staff would 
simplify and condense its field examina- 
tion techniques and requirements. 


Remedial Progress 


Replace assistance for the FPC 
is realized as being imperative, Ross 
related. He said that the only legislative 
proposal that might help the commission’s 
case delay is Senate Bill 3069, which was 
introduced by Senator Magnuson (Dem- 
ocrat, Washington) and would authorize 
the FPC to delegate any portion of its 
functions under the act to “an individual 
commissioner or commissioners or to one 
or more officers or employees of the com- 
mission.” The only exceptions to the fore- 
going would be the authority with respect 
to applications for rehearings and the 
functions of hearing examiners. 
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Remedial steps towards betterment of 
regulatory agencies are being taken by 
Chairman Oren Harris of the Subcom- 
mittee on Legislative Oversight of the 
House Committee on Interstate and For- 
eign Commerce. His committee under- 
stands the problems involved and, upon 
his suggestion, an advisory council con- 
sisting of the chief counsel of each of the 
big six agencies (CAB, ICC, FCC, FPC, 
FTC, and SEC) has been organized. 
Ross continued : 


... It is expected that an outgrowth 
of this original advisory council may 
result in a new organization to be 
known as the Conference on Admin- 
istrative Procedure, which will per- 
form, in the administrative law field, 
the present functions in the judicial 
field which are performed by the Con- 
ference on Judicial Procedures. .. . 


It is expected, Ross affirmed, that this 
conference would develop remedies for 
the frustrating delays which would then 
receive the attention and support of Con- 
gress. Other important remedial devel- 
opments also are in prospect, he said, and 
for the first time the problem is receiving 
the attention of those groups which can 
provide relief. 


before the Georgia state 
chamber of commerce at its annual 
meeting earlier this year, Frederick R. 
Kappel, president of American Telephone 
and Telegraph Company, expressed the 
company’s viewpoint on what it has ac- 
complished and what it intends to accom- 
plish in the future. He said he did not 
regard business profit as an end in itself. 
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Rather, he said, the purposes of pros- 
perity were more his concern, and the 
strength that profit gives a business to 
accept big responsibilities and to rise to 
meet them. 

Stated Kappel: 


... Weare in business to give you the 
most useful, complete, and progressive 
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communication service you could ever 
dream of, and, if possible, something 
better than that. . . . my business has 
worked for eighty years or more toward 
a rather difficult goal. This was to en- 
able anyone to talk with anyone else, 
quickly, easily, and at low cost. Today 
this goal has been largely realized... . 

I do not at all mean that we have 
come to the end of the road on this. Of 
course we have not. Even now we are 
building a new technology that will do 
the job better in the future. Today for 
example we cross oceans by cable— 
tomorrow we may be talking around 
the world by satellites. 


s to the future, Kappel said his com- 
pany was aiming at giving its cus- 
tomers maximum possible choice in the 
kind of service, in the type of telephone 
instrument, and system. And someday, he 
said, you may have your choice between 
just talking with the person at the other 
end of the line, or talking with him and 
seeing him at the same time. 

He said AT&T was thinking in com- 
petitive terms today because there were 
many forms of communications service 
that compete with the Bell system. There- 
fore, the company’s goal will be to give 
the public “something better than the 
best you can conceive of.” He said the 
important underlying idea of superlative 
standards, that top quality is essential, 
should dominate the Bell system. “The 
future depends on the quality of our per- 
formance as doers,” AT&T President 
Kappel stated. 

He said he believed that the future also 
hinges on the quality of our attitude as 
citizens ; the quality of the government we 
create by our thinking, by our political 
action, and by our votes. That is why, 
Kappel stated, 


WHAT OTHERS THINK 


I am so deeply concerned, in my own 
business, to encourage thoughtful in- 
terest and participation by telephone 
people in public affairs. The quality of 
our performance as a business is just 
bound to be deeply influenced by the 
character and quality of the myriad 
laws and regulations that affect our op- 
erations and the lives of our employees. 
. . . Moreover, it is not alone those 
particular laws and regulations that ap- 
ply specifically to the telephone busi- 
ness that are influential—it is the whole 
structure and trend of national policy. 
In this circumstance, I think we must 
call to the attention of the Bell system 
people the issues that affect them, and 
stir them to think. 


Mr. Kappel pointed out his company’s 
desire to have its employees participate in 
public affairs had nothing partisan about 
it. How they voted was their business en- 
tirely. 


HE president of AT&T also said he 

believed our nation was on trial. He 
said we were on trial with respect to our 
ability to maintain leadership in science 
and technology in our efforts to explore 
space, as leaders in maintaining the de- 
fenses of the free world. Also, the speak- 
er emphasized that our financial integrity 
is on trial. 


Kappel warned that we should not re- 
lax our guard and assume that the dollar 
had been stabilized. We should get our 
national financial affairs in order, he said, 
by exercising self-control and discipline 
to manage our spending policies soundly. 
The alternative is to show a preference 
for the immediate advantages of spending 
and reveal that we are committed as a 
people always to take the easy, expedient 
political way. 
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Utility Lawyers Hear 
Procedural Delays Condemned 


T the annual convention of the Ameri- 
can Bar Association, recently held 
in Washington, D. C., the Section of Pub- 
lic Utility Law featured a panel discussion 
by the spokesmen of four major federal 
regulatory commissions. At the opening 
meeting of the section on August 29th, 
Horace P. Moulton, as committee chair- 
man, presented the annual report of the 
Standing Committee regarding laws, de- 
cisions, and other developments during 
the past year. Then followed a discussion 
in which Whitney Gillilland, chairman of 
the Civil Aeronautics Board; Rosel H. 
Hyde, member of the Federal Communi- 
cations Commission; Jerome K. Kuyken- 
dall, chairman of the Federal Power 
Commission; and John H. Winchell, 
chairman of the Interstate Commerce 
Commission, took part. All four of the 
regulatory spokesmen agreed that cases 
moved too slowly before these regulatory 
agencies, and it was pointed out that the 
practicing lawyers themselves are some- 
times responsible for delays because of 
advantage taken of technicalities. A live- 
ly question period followed. 
There was also blame placed on legis- 
lation which restricts procedures of the 
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The March of 
Events 


commissions. Commissioner Hyde noted, 
for example, that it sometimes takes two 
years for the FCC to write an opinion 
and that there are simply too many cases 
“where litigants have not survived the 
process.” Gillilland, Kuykendall, and 
Winchell agreed with Hyde that regula- 
tory agencies, which are trusted to decide 
substantive matters involving millions of 
dollars, can surely be given some discre- 
tion in procedural matters as well. 

Chairman Kuykendall referred to an 
experiment of the FPC with a new plan 
for dispensing with initial arguments at 
procedural hearings to the use of so-called 
“canned testimony.” Chairman Winchell 
pointed out that not only the Senate and 
the House but the ICC itself and the 
practitioners are working on plans for 
stepping up procedures before that agency. 

Alfred P. Ramsey of Baltimore was 
elected chairman of the section for the 
coming year to succeed Clarence H. Ross. 
Stephen H. Fletcher of New York was 
voted vice chairman, and Francis X. 
Welch of Washington, D. C., was re- 
elected secretary. Speeches and papers 
presented at the sessions of the Section of 
Public Utility Law will be reproduced, as 
in previous years, in a forthcoming issue 
of Pusiic UTILITIES ForRTNIGHTLY. 


te 
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Gas Rate Increase Granted 


September Ist customers of 
the Hartford Electric Light Com- 
pany started paying more for gas. Resi- 
dential customers had to pay 15 per cent 
more for regular service, 10.9 per cent 
more for kitchen-heating service, and 6.4 
per cent for house-heating service. Com- 
mercial and industrial customers had to 
pay 6.2 per cent for regular service and 
4.9 per cent for space- and water-heating 
service. The new rates approved by the 
utilities commission were designed to 
partially offset increases put into effect 


Asks OK on Pipeline Plans 


ete Washington Gas Light Company 
of the District of Columbia area has 
asked the Federal Power Commission for 
authority to build 16 miles of new nat- 
ural gas pipeline in the Washington 
metropolitan area. 


The company’s proposed facilities 


Hearing on Co-op Power 
Plant 


a on an application by a rural 
electric co-operative for permission 
to build a power plant at Burnside, Ken- 
tucky, was held in August. The East 
Kentucky Rural Electric Co-operative 
Corporation had asked it be allowed to 
build what eventually will be an $80 
million steam-electric generating plant. 
The co-op now supplies electric power 
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Connecticut 


District of Columbia 


Kentucky 


by the company’s natural gas suppliers. 
These increases totaled $476,000 a year. 
Hartford Electric originally asked for a 
rate boost of $538,000 in more revenue, 
but the commission denied this request 
and asked the company to file a new re- 
quest. 

The increase finally authorized is cal- 
culated to give the company $405,000 a 
year in additional revenue. In approving 
the increase, the commission told Hart- 
ford Electric Light that it must be pre- 
pared to reimburse its customers if the 
suppliers’ increased rates are lowered. 


would cost $3,830,000 and include 15.8 
miles of line from Hybla Valley, near 
Alexandria, Virginia, across the Potomac 
river into Prince Georges county, Mary- 
land. A company spokesman stated that 
the additional facilities are required to 
assure continuity of supply and to meet 
increasing demands for gas. 


at wholesale to 16 Kentucky and Ten- 
nessee rural electric co-operatives. Op- 
position to the application has been raised 
by Kentucky Utilities Company which 
had indicated it would formally object 
to the undertaking on the grounds that 
ample electric power is available in the 
section involved and that therefore no 
additional generating plant is needed. 
The new plant, which will be of 100,- 
000-kilowatt capacity and will cost about 
$25 million initially, was supported at the 
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hearing by civic groups from Pulaski and 
McCreary counties. In the first day of 
the hearing the answer to the question, 


of what the long-range plans of the co-op 
are for selling power, still remained in 
doubt. 


Louisiana 


Phone Bills Higher 


s a result of a New Orleans increased 
franchise tax on the Southern Bell 
Telephone & Telegraph Company, phone 
bills are now seven to 35 cents higher. 
A law passed by the 1960 legislature per- 
mits the company to pass on the increased 
tax to its customers. 
The increase, which amounts to a 2 per 
cent hike, is shown on bills as a separate 
item. It is applied to the monthly rate 


and causes the 10 per cent federal tax to 
be a few cents higher. Residential serv- 
ice for a one-party line went from $5.60 
to $5.71; two-party line, $4.45 up to 
$4.54; four-party line, $3.65 up to $3.72. 

An ordinance passed by the city coun- 
cil authorized the mayor to sign an agree- 
ment with the telephone company under 
which the company agreed to a 5 per cent 
franchise tax for its use of city streets 
for phone equipment. 


Maryland 


Urge Cut in Rate Rise 


[ has been recommended by a public 
utility consultant that the proposed 
rate boost of Cumberland & Allegheny 
Gas Company be cut from $833,000 to 
$419,547. E. Edward McLean, serving 
as consultant to People’s Counsel Rudolph 
A. Carrico in the case before the public 
service commission, also suggested limit- 
ing the company’s return on its Mary- 
land investment to 6.5 per cent. 

C&A had asked for permission to 
raise its rates to 21,000 customers in 
Allegany and Garrett counties by $833,- 
000 a year. It said this would provide a 


return of 6.8 per cent, although only 
$414,000 would be additional income, 
the rest going for taxes to the federal and 
state governments. 

McLean disagreed with the method the 
company chose for determining its rate 
base, however. He said 50 per cent of 
the rate base, or that for the distribution 
plant, was figured on original cost. The 
other portion, or that for production and 
transmission, involved a combination of 
original costs and trended original costs. 
McLean arrived as his determination of 
the rate base solely on an original cost 
basis for all categories of facilities. 


Massachusetts 


Transit Strike Cripples Boston 
For One Day 


——- strike of transit workers in 
Boston over refusal of an employee 
of the Metropolitan Transit Authority to 
follow orders on overtime work, ended 
after one day of terrific rush-hour traf- 
fic jams. 

Massachusetts state authorities acceded 
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to strike demands of the AFL-CIO Street 
Railway and Motor Coach Employees 
Union. Governor Furcolo announced a 
settlement whereby the question of over- 
time work orders would be referred to 
arbitration over construction of a new 
contract. The strike, which involved 4,- 
500 transit operators, caught Bostonians 
completely unprepared. 
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Cities Paralyzed without Power 
(= forest fires raging in High 
Sierra forests cut off electric power 
for 90,000 persons in the Reno area. Al- 
together 15 cities were affected in a 
15,000-square-mile area. Cooks could not 
prepare meals on electric ranges, and 
refrigerators quit preserving food. Ele- 
vators would not function, gasoline for 
cars could not be pumped. 
Auxiliary generators kept Reno’s gam- 


New 


Approves Gas-electric Rate 
Rise 

ke public utilities commission of 
New Jersey last month authorized a 

$10,163,000 increase in revenue for the 

Public Service Electric & Gas Company. 

The company’s original petition for a rate 

increase was made in April, 1958, and 

was for $36.4 million. 

Under the new rates PSE&G will get 
about 3 per cent more in revenues. New 
gas and electric schedules have been filed 
by the company, public hearings on which 
will be held on September 19th. The 
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Nevada 


bling centers going. The famed Lake 
Tahoe resort area, jammed with hundreds 
of vacationists, was reported in a state of 
semiparalysis. The fire burned out miles 
and miles of power lines. 

Thousands of men manned the various 
fire lines. 

Finally the fires were brought under 
control and Sierra Pacific Power Com- 
pany’s repairmen were able to restore 
electric service after a 28-hour outage. 


Jersey 


commission estimated that Public Service 
would net a 6.25 per cent return on its 
investment under the new rates. Of the 
$10 million plus, however, the company 
would only retain $4,268,000 because the 
balance will have to go to pay new taxes 
resulting from the added revenue. 
Commenting on the new rate authori- 
zation, PSE&G President Donald C. 
Luce said the company still faces the 
prospect of raising large sums of new 
money and it is problematical whether the 
increase in revenues will provide earnings 
adequate enough to meet requirements. 


New York 


Port of New York Authority 
Officials Cited 
Le U. S. House of Representatives 
voted last month to cite three offi- 
cials of the Port of New York Authority 
for contempt of Congress. The three re- 
fused to give a House Judiciary subcom- 
mittee Port Authority records which it 
sought for an investigation of the author- 
ity’s activities. The officials maintained 
that Congress has no power to investigate 
the authority. 
Up to now interstate compacts, which 


must be approved by Congress, have been 
considered by most courts to be state in- 
strumentalities. There has never been a 
test of the congressional power to in- 
vestigate the agencies. If the contempt 
citations are upheld by the courts, the 
way would be opened for broad congres- 
sional investigations of more than 100 
agencies throughout the nation. 

The three New York Port Authority 
Officials acted on the advice of Governor 
Rockefeller of New York and Governor 
Meyner of New Jersey. 
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North Dakota 


Generating Plant Discussed 
in plans for building generat- 
ing plants and transmission facilities 
over the next fifteen years, costing about 
$295 million, by the Midwest Electric 
Consumers Association were immediate 
plans for constructing a 200,000-kilowatt 
steam plant at Garrison dam in North 
Dakota. It would cost about $37 million 
and be financed by an REA loan, Ken 
Holum, executive secretary of the asso- 
ciation, said. 
The site was chosen because of ade- 


quate water, lignite coal, and transmis- 
sion facilities that are available, he 
related. 

Holum also reported that plans were 
in the making to build plants which 
would have 1,250,000 kilowatts of gen- 
erating capacity and a related transmis- 
sion system. 

He believed co-operatives and munici- 
palities of North and South Dakota, 
Minnesota, Iowa, Nebraska, Montana, 
Wyoming, and Colorado ultimately could 
be supplied by the system being proposed. 


Pennsylvania 


No Gas Rate Hike Now 


Rew Manufacturers Light & Heat 
Company of Pittsburgh ruled out an 
immediate rate increase in the wake of 
its three-year contract settlement with 
United Mine Workers District No. 50. 
Company President J. C. Peterson said 
the company will not have to seek a rate 
increase to offset the higher labor costs 
so long as two other unions still out on 
strike accept the same terms in regard to 


compensation as United Mine Workers. 

However, both of the other unions up 
to now have refused to agree to the wage 
pattern set by the United Mine Workers. 

The earlier demands of the unions 
would have compelled the company to go 
after a rate increase, Peterson related, 
had they been acceded to. 

In Wheeling, West Virginia, the AFL- 
CIO Utility Workers of America also 
was reported to have turned down a set- 
tlement based on the UMW pattern. 


Washington 


Big Oil and Gas Hunt 


oe effort to find gas or oil in the 
Columbia basin was undertaken in 


August. At a spot 11 miles southwest of 


Odessa, Washington, C&D Minerals 
Company and Associates let contracts to 
sink a 5,000-foot test hole in the Black 
Rock area. 

A new type of rotary drill was used in 
the work. The exploratory hole may be 
completed by the time this article gets 
into print—some time near the middle of 
September. 
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Geologists for many years have sur- 
mised that a major oil find underlies the 
exceptionally hard and thick basalt cap 
extending between the Bitterroot and 
Cascade mountain ranges. Other costly 
drilling efforts have failed, including a 
test drilling to a depth of more than 
10,000 feet. 

But geologists believe the Black Rock 
site has a hard rock layer of less than 
5,000 feet. It will be the first time the 
new type air drill has been tried in the 
region. 
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Progress 
Qe of 
Regulation 


Trends and Topics 


Accounting and Rate Case Treatment of 
Political Advertising Expense 


obey decision by the Federal Power Commission on accounting classification 
of expenditures by electric companies found by the commission to be of 
a political nature (reviewed in this issue of the ForTNIGHTLY at page 419) 
adds one more chapter to the story of the contest between publicly owned 
and privately owned utilities. The problems presented involve accounting, 
rate making, and taxation. Even the right to make expenditures for political 
and lobbying purposes has sometimes been questioned. This question is dis- 
cussed in Pustic Utitities FortNIGHTLY, September 27, 1956, at page 469. 
The Supreme Court upheld Treasury regulations disallowing as income tax 
deductions payments for political purposes, such as the defeat of legislation 
which would injure a business (358 US 498). 


Rulings on Accounting Question 


The Federal Power Commission decision, briefly stated, reaches these 
conclusions: The commission has authority to prescribe accounting for ex- 
penditures for political advertising ; advertisements to influence public opinion 
as to legislation are political; accounting requirements do not deprive com- 
panies of constitutional rights, such as free speech. 

The Wisconsin commission reached similar conclusions in 1957. It had 
come to the attention of the commission that in a number of instances ad- 
vertising and other items of expense relating to the question of public owner- 
ship of electric power facilities had been included in operating expense 
accounts of utilities. The commission concluded that these expenses “are not 
just and reasonable operating expenses” and, accordingly, are not includable 
in any operating expense accounts prescribed in the Uniform System of Ac- 
counts. The commission ordered that such items be included in Account 538, 
Miscellaneous Income Deductions. The commission said it wished to make it 
clear that in issuing this accounting order it was taking no position one way 
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or the other with respect to public ownership of power resources, nor at- 
tempting in any way to influence the opinion of any person in regard to this 
matter or to restrict the right of any person to express and to publicize his 
opinion. The order dealt solely with the manner of accounting for such 
costs (21 PUR3d 412). 


Treatment in Rate Cases 


Last year there were decisions on the allowance of this type of advertising 
expense in rate cases before the Michigan commission and the Missouri 
commission, and more recently the Oregon commissioner made a decision 
on the question. The Michigan commission, in the Consumers Power Com- 
pany case (29 PUR3d 133), noted that the company had paid a share of the 
advertising program devoted in considerable measure to commentaries on 
private versus public power. These advertisements had appeared mainly in 
nationally circulated magazines, but, in addition, the company received cer- 
tain mats for advertising use dealing with electric service generally as well 
as with the private-public power question. The company contended that all 
of the cost associated with this program was legitimately chargeable to 
electric operations. The commission’s staff took the position that the ex- 
penditure was of questionable value to the ratepayer and that it should be 
eliminated from cost of service. The commission said it failed to see any 
benefit to customers of Consumers Power Company in this expenditure, and 
since the company had not demonstrated clearly what portion should be 
classified as a cost associated with the general advertising of electric service, 
the commission excluded the entire amount. 


The Missouri commission, in the Union Electric Company rate case (29 
PUR3d 254), also disallowed this expenditure as an operating expense. The 
commission said that it is a recognized fact that the principal purpose of ad- 
vertising is to create good public relations and stimulate a demand for the 
service or product being advertised, and the commission was unable to find 
rs the evidence offered that this particular form of advertising would do 
either. 

The Oregon commissioner, in his recent decision on rates of Pacific Power 
& Light Company (34 PUR3d 36), disallowed as an operating expense the 
expenditure for the electric company’s advertising program, which this utility 
had classified in its sales promotion account. The staff’s view was that, except 
for a part of the expenditure, the advertising was of a political nature and 
directed to influence public opinion and, therefore, not a legitimate charge 
to operating expense. The commissioner agreed with this conclusion, stating 
that the advertisements were not directed toward promoting greater use of 
electric power or any other concept that would directly or indirectly benefit 
the company’s consumers. 

These decisions seem to stress the point that political advertising does not 
fall into the category of business promotion. Some expenditures to protect 
or further the interests of a utility company are, however, ordinarily allowed, 
such as the expense of rate proceedings, condemnation proceedings, and 
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defense against damage claims. There are advertisements and published 


notices incidental to such matters, the cost of which is allowable. It might 
be argued that advertising is not necessarily for the sole purpose of business 


promotion. 


Review of Current Cases 


Expenditures for Advertising Found to Be 
Political Must Be Reclassified 


Lo Federal Power Commission has 
ordered seventy-six companies to re- 
classify expenditures made during the 
calendar year 1957 as participants in the 
“Electric Companies Advertising Pro- 
gram,” called the ECAP program. The 
program was sponsored by what are 
called in the advertisements “America’s 
independent electric light and power com- 
panies.” The commission’s staff ques- 
tioned the propriety of the classification 
for nine of the twenty-six advertisements 
involved, taking the position that they 
should be charged to Account 538, “‘Mis- 
cellaneous Income Deductions.” The 
commission upheld the staff’s contention 
as to eight of the nine questioned adver- 
tisements on the ground that they were 
political in nature. 


What Constitutes Political Advertising 


The commission took the position that 
the advertisements disclosed that they had 
as a basic ultimate purpose the influencing 
of public opinion as to the repeal of ex- 
isting law; that they had not just an 
indirect relationship to political matters, 
but were directly political. In addition, 
said the commission, it was a fair infer- 
ence that their ultimate purposes included 
the influencing of public opinion as to 
such matters as the election of public 
officers, proposed legislation, and influenc- 


ing the decisions of public officers. Their 
purposes might also include the influenc- 
ing of public opinion as to proposed 
ordinances, repeal of existing ordinances, 
and the approval or revocation of fran- 
chises. 

The message conveyed by most of the 
advertisements, said the commission, was 
that federally supported electric systems 
and power dams are relieved of tax bur- 
dens which taxpayers generally must pay, 
resulting in favoritism to consumers who 
get electricity from such installations at 
cheaper rates, and in unfair discrimina- 
tion against tax-paying utilities and tax- 
payers generally who do not receive such 
tax concessions. This idea was conveyed 
by the captions and illustrations of the 
advertisements. 

The text of six of the advertisements 
called specific attention to present tax 
laws as the cause of this condition. The 
other two spoke of “tax favoritism” and 
“trick” taxes. Several of the advertise- 
ments included the suggestion that “‘some- 
thing ought to be done” about this tax 
favoritism or that it should be “given 
critical study.” The commission thought 
it reasonably apparent that these adver- 
tisements were aimed at influencing pub- 
lic opinion to secure legislation to correct 
claimed tax inequities. Thus, they were 
“political in character” and should be 
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classified as income deductions in Account 
538 rather than Account 787, ‘“Demon- 
stration, Advertising, and Other Sales 
Expenses,” or Account 801, ‘“Miscel- 
laneous General Expenses.” 


Authority of Commission 


No merit was found in a contention 
that political matters are not the com- 
mission’s concern under the Federal 
Power Act and that the commission lacks 
authority under the law to prescribe an 
accounting classification based on the 
political character of expenditures, and 
to enforce such an accounting require- 
ment. The commission quoted the pro- 
vision of § 301(a) of the Federal Power 
Act authorizing the commission to pre- 
scribe a system of accounts to be kept by 
licensees and public utilities and requir- 
ing such companies to keep accounts as 
the commission might by rules and regula- 
tions prescribe. The commission also re- 
ferred to § 309, which authorizes the 
commission to perform acts and to pre- 
scribe, issue, and amend orders as it 
might find necessary or appropriate. The 
commission said these provisions were 
sufficiently broad to authorize a system 
of accounts which provides that political 
expenditures be charged to a particular ac- 
count. Furthermore, said the commission, 
classification of these expenditures below 
the line as income deductions is necessary 
and appropriate for purposes of adminis- 
tering the act and is reasonable there- 
under. Political expenditures fall into a 
peculiar category. They obviously have a 
“doubtful relationship to rendering utility 
service.” 


Relationship to Rate Making 


The commission, in this proceeding, 
was dealing only with accounting and not 
rate making. It said that differences of 
opinion exist between companies and their 
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customers, between management and the 
ratepayer, as to matters which are 
politically controversial. Classification of 
political expenditures to operating ac- 
counts might seem to imply that they 
must in due course be paid by the rate- 
payer, and such an implication would be 
unwarranted. 

Of course, the question of whether the 
ratepayer or the shareholder shall ulti- 
mately pay these particular expenses must 
“await rate proceedings under the act,” 
for an accounting classification matter of 
this kind “does not involve determining 
the just and reasonable rates.” 

The commission said that no conse- 
quential interference with management 
could result from these accounting 
classification proceedings, but only from 
rate proceedings under the act; and there 
was no merit in a claim that the proceed- 
ings deprived the companies of property 
and other rights without due process. 


Evidence As to Nature of Expenditures 


An argument that evidence proffered 
by the companies substantially supported 
classifying their questioned expenditures 
to an operating expense account as ordi- 
nary business expenditures necessary to 
protect and promote their businesses in 
the face of governmental competition was 
held to be devoid of merit. This evidence 
consisted of proposed testimony of wit- 
nesses, including accountants and mem- 
bers of accounting firms, industrialists, 
former governmental officials and mem- 
bers of the armed forces, educators 
specializing in accounting and economics 
and writers on these subjects, executives 
in utility corporations and advertising 
firms, and others alleged to be experts on 
the matters involved in these proceedings. 
Numerous exhibits were also offered. The 
commission ruled on proffered evidence 
last year (29 PUR3d 209). 
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Summarized briefly, said the commis- 
sion, this evidence was to the effect that 
the expenditures were normal and ordi- 
nary business outlays for the purpose of 
meeting competition from electric systems 
owned or subsidized by the government, 
and that the companies were compelled 
by business necessity to make these ex- 
penditures in order to hold and benefit 
existing customers, attract new customers, 
and maintain company good will and 
financial integrity. There was some testi- 
mony explicitly that the advertisements 
were “nonpolitical.” The evidence, ac- 
cording to the companies, showed that 
the advertisements were not intended to 
affect or influence the election or defeat 
of any candidate for office, to advocate 
or oppose the enactment or repeal of legis- 
lation, or in any other way to accomplish 
a political purpose and thus establish the 
nonpolitical character of advertisements. 


The commission said, however, that the 
essentially political character of the ad- 
vertisements was conclusively established 
by the advertisements themselves and, as- 
suming arguendo, that the evidence 
showed that the expenditures had some 
other additional or subsidiary aspect or 
purpose, such as meeting government 
competition, and did not detract from 
their fundamentally political character. 


No Procedural Error 


The commission also overruled argu- 
ments as to asserted procedural and other 
errors involving the promulgation and 
application of Accounting Interpretation 
E-110, which they contended the commis- 
sion never formally approved or adopted 
but which was issued in 1945 by the 
National Association of Railroad and 
Utilities Commissioners. They argued 
that this interpretation had never been 
promulgated as a rule or regulation and 
had never been published in the Federal 
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Register as required by § 3 of the Ad- 
ministrative Procedure Act. 

The commission rejected these argu- 
ments, with others as to procedural ques- 
tions. It was said to be reasonably evident 
that the System of Accounts precluded 
the classification of political expenditures, 
including political advertising expendi- 
tures, to operating expense. 

The commission also rejected an argu- 
ment that it had erred in excluding most 
of the evidence they sought to adduce. 
(See Opinion No. 323, 29 PUR3d 209.) 
The totality of the evidence offered, said 
the commission, was not sufficient to es- 
tablish that the advertisements were, in 
fact, other than political in character. 


Constitutional Rights 


Finally the commission rejected con- 
tentions that the classification of the ques- 
tioned advertising expenditures below the 
line because of their political character 
would deprive the companies of consti- 
tutionally protected rights of due process 
of law and freedom of speech. The com- 
mission said that since mere classification 
of questioned expenditures below the line 
had no material adverse impact on the 
companies, it did not deter persons from 
freedom of speech by a prior restraint. 
The companies remain free to make their 
questioned expenditures without restraint 
or penalty, although they must account as 
required by the commission. 

The commission added that, although 
the question was not involved, it appeared 
that even deduction of the questioned 
expenditures from income in future rate 
proceedings would not constitute an im- 
permissible interference with freedom of 
speech, for freedom of speech is not 
absolute but is subject to reasonable 
limitations in the public interest. Re Ala- 
bama Power Co. et al. Opinion No. 337, 
Docket No, E-6836, August 17, 1960. 
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Furnishing of Bond Is Not Necessary to Effectiveness 
Of Proposed Gas Rate Increase 


_ filing of a bond by a natural gas 
company is not a condition precedent 


to a proposed rate change becoming ef- 
fective under the Natural Gas Act, a 
federal appeals court ruled. It is only a 
condition precedent to the actual collec- 
tion of a rate increase pending final de- 
termination by the Federal Power Com- 
mission as to its reasonableness. 

The Natural Gas Act provides that the 
commission may suspend a proposed new 
rate for five months pending hearing and 
decision, and that if the proceeding has 
not been concluded at the end of the 
suspension period the proposed rate shall, 
nevertheless, go into effect upon motion 
of the natural gas company. The statute 
also provides that the commission may re- 
quire a company to furnish a bond con- 
ditioned to refund any amounts received 
by reason of an increase put into effect 
upon motion of the company. 


Increase Collected Retroactively 


The court’s decision in this case was on 
the petition of Associated Oil & Gas 
Company seeking review of an order of 
the Federal Power Commission which 
denied the company the right to collect 
the difference between its old filed price 
for gas sales to a pipeline customer and a 
new, suspended rate during the time fol- 


lowing the suspension period which ended 
in 1955 until the order approving the new 
rate was made in 1957. The commission 
had required the filing of a bond to secure 
the repayment of any excess amount col- 
lected. The company was unable, however, 
to give bond and did not collect the rate 
increase which it claimed was made effec- 
tive upon its motion. 

Remanding the case to the commission, 
the court directed that the company be 
permitted to collect the increase for the 
period in question. Where, as here, said 
the court, no attempt was made by the 
company to collect the increased rate, no 
bond was necessary. The failure to give 
the prescribed bond merely prevented As- 
sociated from collecting the increased 
rate pending final approval by the com- 
mission. It did not prevent the company 
from collecting the finally approved rate 
from the date it became effective upon 
motion. 

It is noteworthy that another producer 
which filed an increase at the same time 
as Associated, but which furnished bond 
shortly after its increase was suspended, 
was permitted by the commission to col- 
lect the increase retroactively to the end 
of the suspension period. Associated Oil 
& Gas Co. v. Federal Power Commission, 
No. 18142, July 12, 1960. 


“Rolled-in” and Incremental Methods Used in 
Allocating Gas Pipeline Expansion Costs 


ip appeals court for the District of 
Columbia sustained the Federal 


Power Commission (29 PUR3d 1) in 
requiring Trunkline Gas Company to al- 
locate pipeline expansion costs, for rate- 
making purposes, by the “rolled-in” 
method in so far as the expansion will 
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benefit all of the pipeline’s customers, and 
by the incremental method as to a part of 
the expansion which will serve only a 
single customer. 

Certificates issued by the commission 
authorized Trunkline to expand its gas 
purchases in the Gulf of Mexico and 
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transport this additional gas by means of 
increased pumping and partial looping of 
its main transmission line. Trunkline was 
authorized to construct a new line from 
Tuscola to the Michigan-Indiana border, 
where 135,000 Mcf per day of the in- 
creased gas supply will be sold to Con- 
sumers Power Company. Battle Creek 
Gas Company, the petitioner on appeal, 
intervened in the certificate proceeding, 
requesting an allocation of 4,000 Mcf per 
day during the five winter months of each 
heating season. The request was denied 
as economically unfeasible. However, dur- 
ing the pendency of the appeal, applica- 
tions for further expansion of the facili- 
ties of Trunkline and its parent, 
Panhandle Eastern Pipe Line Company, 
were filed. Since this new expansion ap- 
peared to assure Battle Creek of the gas 
it sought, the court declined to give fur- 
ther consideration to this aspect of the 
appeal until the commission has had an 
opportunity to act on it. 


System-wide Benefits 


Trunkline contemplated a price to Con- 
sumers adequate to cover the entire ex- 
pansion project on an incremental basis. 
The commission ruled, however, that all 
expansion costs up to Tuscola must be 
rolled-in with the other system-wide costs 
of Trunkline and be included in the cost 
basis used in fixing the rates for all of 
Trunkline’s customers. The line from 
Tuscola to the Michigan-Indiana border 
was treated on an incremental cost basis 
and was charged solely to Consumers 
Power Company. 
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The court agreed with the commission 
that the expansion program up to Tuscola 
will form part of an integrated system 
and will benefit the entire system. The 
new gas will be commingled with the old, 
and both will be distributed together to 
all customers. Furthermore, this expan- 
sion is the first step in an overall expan- 
sion program intended eventually to meet 
the full requirements of all of Trunkline’s 
customers. The facilities involved in this 
case will provide what was termed “cheap 
expansibility” to Trunkline, permitting 
future expansion to be made by relatively 
inexpensive increases in pumping facilities 
and partial looping. This expansion also 
opens up new gas reserves and new pro- 
ducing areas to meet the needs of Trunk- 
line’s customers. 


Immediate Roll-in Approved 


The court also affirmed the commis- 
sion’s decision to roll-in the new facilities 
and gas supplies immediately rather than 
when the full expansion program is com- 
pleted, in view of the fact that the new 
gas will be fed directly into the existing 
pipeline and commingled with other gas 
delivered to all customers along the pipe- 
line. As a further reason, it was noted 
that the increased capacity will be made 
available to all customers as soon as the 
necessary improvements can be approved 
and constructed. It appeared, therefore, 
that from the time these facilities and 
supplies are put into service they will 
inure to the benefit of the entire system. 
Battle Creek Gas Co. v. Federal Power 
Commission, No. 15368, July 14, 1960. 


Refunding Bond Not Authorized by Natural Gas Act 
For New Rates for Industrial Resales 
ps 4(e) of the Natural Gas Act 


grants the Federal Power Commis- 
sion no authority to require a refunding 


bond for new rates for gas for resale for 
industrial use. Under this provision of the 
act, a bond may be required only with 
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respect to rates which have been sus- 
pended, and the suspension power is ex- 
pressly withheld as to rates for gas for 
resale for industrial use. 

Gas Service Company, a local distribu- 
tor which purchases gas from Cities Serv- 
ice Gas Company, some of which it resells 
for industrial use only, petitioned for 
review of commission action allowing 
Cities Service to put into effect, without 
bond, rate increases for gas for resale for 
industrial use. 

The court pointed out that its interpre- 
tation of § 4(e) is buttressed by the fact 
that the commission has consistently con- 
strued it as granting no power to require 
a bond before permitting a change in in- 
dustrial rates to become effective, and by 
the further fact that the commission has 
unsuccessfully requested Congress to con- 
fer the power. 


Constitutionality Argued 


Petitioners argued that if § 4(e) does 
not empower the commission to require a 
refunding bond as a condition precedent 
to the effectiveness of newly filed indus- 
trial rates, it is unconstitutional because 
it deprives them of their property without 
due process of law. 

The court observed that the petitioners 
were not contractually bound to purchase 
gas under the new industrial schedules 


eww Federal Power Commission as- 
serted jurisdiction over the facilities 
of South Georgia Natural Gas Company 
used in a direct sale of gas to the city of 
Thomasville, Georgia. The company had 
applied for a disclaimer of commission 
jurisdiction or, if jurisdiction were as- 
serted, for a certificate authorizing the 
direct sale. Certification was denied. 
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Direct Gas Sales Proposed by Pipeline 
Must Be Compensatory 


filed by Cities Service. They may use 
stand-by facilities, and some other fuel if 
they find it cheaper than natural gas. 
Moreover, the statute does not require, 
but merely permits, that a bond be exacted 
even in regard to rates which are subject 
to refund procedure. The Constitution 
grants no right to the protection of a 
bond. Nor does § 4(e), as construed by 
the commission, unlawfully delegate to 
Cities Service any legislative authority to 
fix its own rates. Natural gas companies 
had that power before the passage of the 
Natural Gas Act, the court pointed out. 
The act neither conferred nor enlarged 
the power. Gas Service Co. et al. v. Fed- 
eral Power Commission et al. No. 15,401, 
July 21, 1960. 


Commission Rules on § 4(e) Power 


In another proceeding, the Federal 
Power Commission rejected a contention 
that its power to suspend rate changes 
under § 4(e) is directed only to nonin- 
dustrial sales for resale while the power 
to require refunds extends to industrial 
sales for resale as well. The commission 
pointed out that it has consistently al- 
lowed rate schedules for sales for resale 
for industrial use only to become effective 
without bond or undertaking. Re United 
Gas Pipe Line Co. Docket Nos. G-9547 
et al. June 24, 1960. 


Thomasville has been a resale customer 
of South Georgia Natural since 1955. In 
1957, the company began deliveries on an 
interruptible basis, under a filed rate 
schedule, for use in the city’s power plant. 
Upon an increase in the filed rate from 
32 to 36 cents, the city changed over to 
coal, and in order to recapture this busi- 
ness the company was obliged to under- 
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take a new and separate direct sale agree- 
ment at a reduced rate of 34.5 cents per 
Mcf. 


Resale Service Safeguarded 


South Georgia argued chiefly that its 
original certificate covered the direct sale, 
that the new contract merely changed the 
rate for the service, and that no further 
authority was needed for the change since, 
under § 1(b) of the Natural Gas Act, the 
commission has no jurisdiction to regulate 
direct sale rates. 

Section 1(b) distinguishes between di- 
rect sales and sales for resale, the commis- 
sion observed, but it does not explicitly 
forbid the commission to regulate direct 
sale rates. The commission is given juris- 
diction over the transportation of gas for 
direct sales, but not over the direct sales 
themselves. The principal purpose of this 
limited grant is to enable the commission 
to prevent a pipeline from using its facili- 
ties for direct sales in circumstances which 
might impair its service to resale cus- 
tomers. While the commission cannot fix 
a specific rate for a direct sale in a § 4 
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proceeding, it has the responsibility under 
§ 7 to require that a direct sale rate be 
compensatory, not subsidized by sales for 
resale. 

In the absence of a showing that 
a proposed direct sale rate will recover the 
costs fairly allocable to the service, au- 
thorization must be denied. 

Nor is the direct sale in this case the 
same service as South Georgia was 
originally authorized to conduct. Any 
change from resale to direct sale service 
requires new certificate authority irrespec- 
tive of a superficial identity in specific 
terms of service before and after the 
change, said the commission. South 
Georgia should not have commenced the 
direct sale without a new certificate. 

Interveners urged that direct sale rates 
must be nondiscriminatory as well as com- 
pensatory. The commission rejected this 
proposition since it would involve not 
merely setting a minimum but fixing a 
specific rate for each direct sale and would 
be beyond the jurisdictional limit of 
§ 1(b). Re South Georgia Nat. Gas Co. 
Docket No. G-17568, June 13, 1960. 


Settlement Proposal an Essential Factor in 
Gas Pipeline Service Abandonment 


the recent decision of the 
federal court of appeals for the District 
of Columbia setting aside a Federal 
Power Commission order authorizing 
Panhandle Eastern Pipe Line Company 
to abandon service of 127,000 Mcf per 
day to Michigan Consolidated Gas Com- 
pany, Panhandle argued in a petition for 
rehearing that the court had no jurisdic- 
tion to review the commission’s action in 
rejecting Michigan Consolidated’s settle- 
ment proposal because it was not pre- 
sented to the commission in a timely ap- 
plication for rehearing. The court denied 
a rehearing. 


The proposal recommended that the 
127,000 Mcf be made available to Pan- 
handle during the winter months, and that 
the same annual volume be supplied to 
Michigan Consolidated during the sum- 
mer months for storage and subsequent 
consumption during the following winter. 

Actually, Michigan Consolidated had 
filed its settlement proposal five days be- 
yond the 30-day period prescribed by 
§ 19(a). However, under the commis- 
sion’s regulations any party may submit 
settlement proposals to the parties and the 
commission at any time. The court 
thought this regulation might be con- 
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strued to authorize the commission to 
consider such filings at any time “while 
the case is in its bosom.” 

Apparently the commission so con- 
strued it, for it rejected the settlement 
proposal, not because it was not included 
in a timely petition for rehearing, but on 
the ground that the offer was inconsistent 
with the commission’s order and unaccept- 
able to Panhandle. The commission itself 
merely questioned the court’s “clear in- 
trusion into the area of the commission's 
exclusive responsibility.” 

The court remained of the opinion that 
the commission erred in brushing aside 
the settlement proposal. The commission’s 
files indicated that Panhandle’s resale cus- 
tomers could not use all of the abandon- 
ment gas during the summer months and 


that Michigan Consolidated had fields in 
which it could store summer deliveries, 
The consideration of these matters at some 
point in the proceedings was indispensable 
to the validity of any public interest de- 
termination in support of total abandon- 
ment. 

Where a regulatory agency ignores fac- 
tors which are relevant to the public in- 
terest, the scope of judicial review is suf- 
ficiently broad to order their considera- 
tion. The court said that these limits are 
not to be confused with the narrower ones 
governing review of an agency’s conclu- 
sions reached upon proper consideration 
of the relevant factors. Michigan Consol. 
Gas Co. et al. v. Federal Power Commis- 
sion, Nos. 14975, 14976 et al. July 11, 
1960. 


Partial Allowance of Payment to Affiliate Upheld 


HE New Jersey superior court has af- 

firmed the commission’s determina- 
tion that Hackensack Water Company 
was entitled to a credit of only 55.6 per 
cent of the total operating charges of an 
out-of-state reservoir operated by a sub- 
sidiary, notwithstanding that the company 
had actually paid 95 per cent of the 
cost. 

The company cited a contract with its 
subsidiary which obligated it to pay a 
minimum of 55.6 per cent and a maximum 
of 95 per cent of the total annual cost of 
operating the out-of-state reservoir, de- 
pending upon the percentage of water ac- 
tually drawn from the reservoir by the 
company and the subsidiary. The court 
had previously remanded the case to the 
commission for further findings and rea- 
sons for its conclusion that the company 
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should be allowed only 55.6 per cent of 
the operating cost. 

In this latest decision, the commission 
reasoned that the basic decisive factor in 
determining the share of operating cost of 
the out-of-state reservoir allowable to 
Hackensack in connection with its rate 
application was the ultimate full optimum 
use rather than the present actual use of 
water by New Jersey and out-of-state 
consumers; i. ¢., approximately 40 per 
cent and 60 per cent, respectively. The 
commission decided that fixed charges 
were more properly related to the overall 
capacity of the reservoir and the ultimate 
henefits which each party would receive 
from the facility than to present use. The 
court held that the evidence supported the 
commission’s reasoned conclusions. Re 


Hackensack Water Co. 161 A2d 293. 
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Minnesota commission authorized 
the Minneapolis Street Railway Com- 
pany to raise its cash adult fare to 25 
cents, and to sell four tokens for 90 cents. 
This will reduce the present operating 
ratio from 96.36 to 93.66 per cent and 
will result in a rate of return of 13.14 per 
cent. 

Simultaneously with the Minneapolis 
order, the commission granted the same 
fare increase for The St. Paul City Rail- 
way Company and the Twin City Motor 
Bus Company. The combined operations 
will result in an overall operating ratio of 
94.75 per cent and a rate of return on the 
properties of the three companies of 10.04 
per cent. 


An estimate of transit revenues of the 
Minneapolis Company for a pro forma 
year was based on percentage factors for 
passenger decline due to fare increase, 
strike, economic or “normal” decline, and 
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Transit Company Gets Fare Increase 
Following Decline in Patronage 


actual decline as shown by company re- 
ports. An average passenger decline of 5.5 
per cent was thus adopted. The commis- 
sion rejected a company proposal to use a 
substantially higher per cent of decline ex- 
perienced in only one month, following 
shortly after a strike, since it would not 
present a fair picture of decline for the pro 
forma year. Bus depreciation was figured 
on a 12-year life basis. 


The order provided that in the pur- 
chase and sale of property used in industry 
operations, bids must be taken in the same 
manner as government agencies take bids, 
where the amount of the purchase or sale 
exceeds $500, with the right to reject any 
and all bids. In the case of purchases of 
major facilities the company may, upon 
commission approval, disregard the lower 
bid requirement. Re Minneapolis Street 
R. Co. R.R.C.C. Order No. 1487-5, 
R.R.C.C. Docket No. 409, June 28, 1960. 


Distribution of Electricity by Private Club 
Not Submetering 


hes appellate division of the New 
York supreme court has reversed a 
judgment dismissing a petition to review 
a commission order which directed an 
electric company to terminate service to a 
private club unless the club ceased distri- 
bution of electricity to members or quali- 
fied directly or through a subsidiary as an 
electric corporation. The utility’s sub- 
metering tariff, which provided that serv- 
ice would not be supplied for resale or sub- 
metering to residential tenants or occu- 
pants, was held inapplicable to the club. 


Members were charged a flat fee for all 
services furnished, including electric 
power. No profit had been made by the 
club when it furnished power to others. 
True, all the power passed through one 
meter, owned by the club, but it was for 
the use of the club and its members con- 
tained within the club property. 

For the record, the court pointed out 
that the club could not be classified as an 
electric utility. Merriewold Club, Inc. v. 
New York Pub. Service Commission, 201 
NYS2d 364. 
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Earnings-price Ratios Show Investor Appraisal of Risks 
Held Basic in Equity Return to Pipeline 


i. an interim order procedure, the Fed- 
eral Power Commission determined 
only the issue of rate of return to be al- 
lowed Southern Natural Gas Company 
upon its filing for a rate increase, and, 
pending decision of all of the other issues 
in a later, second phase of the proceed- 
ing, the commission authorized interim 
rates. The interim order procedure was 
proposed by the staff to prevent the full 
amount of Southern’s proposed increased 
rates, based on a 7 per cent return, from 
being collected subject to refund, until 
disposition of all of the issues could be 
made. 


Interim Order Procedure Is Lawful 


The commission could find no legal 
obstacle to this procedure since Southern 
had received a full hearing on the issue 
of rate of return. It was contended, how- 
ever, that the interim order procedure 
would be inequitable and unlawful unless 
it also finally disposed of the issues of 
cost allocation and rate design, which 
were deferred for determination in the 
second phase of the proceeding. It was 
alleged that there would be confiscation if 
the commission should finally decide these 
issues in such a way that Southern would 
have to make refunds in certain zones 
where its rates may be found to be too 
high but could not recover revenues ret- 
roactively in other zones where it may 
have charged less than the finally de- 
termined cost of service. 

The commission thought this argument 
was speculative and founded on assump- 
tions as to how the deferred issues would 
be decided. Even if all the issues were 
decided at one time, the same question of 
Southern’s being made whole during the 
refund period could still arise. The risk 
does not arise because of the use of the 
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interim order procedure and the prior 
determination of Southern’s rate of re- 
turn, said the commission; rather, it 
arises because of the methods of cost al- 
location and rate design used by Southern 
in its filing, and the possibility that the 
commission may prescribe the use of dif- 
ferent methods. While the interim rate 
level would allow the determined rate of 
return, it would be based in all other 
respects on the methods and procedures 
employed by Southern in its rate filing, 
including its own allocation and rate 
design methods. 


Cost of Capital 


A rate of return of 64 per cent on pipe- 
line facilities was held to be reasonable, as 
against a claim of 7 per cent urged by the 
company. Seven per cent was allowed, 
however, on Southern’s gas production 
facilities, for the purposes of the interim 
rates. This resulted in an overall rate of 
return of 6.52 per cent on total invest- 
ment. 

In determining Southern’s cost of capi- 
tal, the commission adopted the actual 
capitalization of approximately 64 per 
cent debt and 36 per cent equity, adjusted 
for imminent financing of short-term 
debt. The cost of debt capital was fixed 
at 4.45 per cent, as determined by both 
Southern and the staff. 

The main controversy concerned the 
return allowance on common equity. 
Southern, opposing the commission’s 
normal practice, urged that earnings-price 
ratios should not be relied on as a guide to 
the cost of equity capital because of the 
nature of the market since 1950. A cal- 
culation described as “implicit” cost of 
equity was presented by the company, The 
staff presented a study of earnings-price 
ratios for Southern and comparable com- 


| 
4 
her 
ae 
5 
2" 
2 


panies for a period of twenty years. An 
intervener suggested using dividend-price 
ratios adjusted for market pressure and 
pay-out ratio. 

The commission adopted the earnings- 
price ratios approach, with an element of 
judgment and other factors, in determin- 
ing the equity return allowance. The in- 
vestor’s appraisal of the risks inherent in 
the enterprise and the return he requires 
in the light of his appraisal are basic to a 
proper determination of the allowance, 
the commission indicated, noting that it 
has always looked to earnings-price ratios 
as an indication of such investor ap- 
praisal. The earnings-price data were in- 
terpreted as showing that Southern’s 
position in the money market was im- 
proving in relation to the rest of the 
industry. 

Among the factors considered in ar- 
riving at the return allowance of 10.18 
per cent on common equity were 
Southern’s sustained high level of earn- 
ings with conservative capitalization, its 
strong investor demand for stock, and 
the low risk element resulting from the 
minimum bill provisions in its rate sched- 
ules. Along with these minus factors, 
the commission pointed to some plus items 
such as Southern’s maintaining a con- 
servative capital structure without undue 
thinning of its equity. The public interest 
is best served by allowing a return on 


PROGRESS OF REGULATION 


equity which encourages such conserva- 
tive financial structures, it was noted. 
Also considered was the fact that South- 
ern has a high proportion of industrial 
customers which entails a certain measure 
of risk by reason of the increasing cost 
of gas in the field as compared with the 
cost of competitive industrial fuels. 


Other Approaches to Return Urged 


In support of a 7 per cent rate of re- 
turn, Southern also suggested a relative 
risk approach and a_preservation-of- 
financial-integrity approach. The former 
relied on the earnings of a group of non- 
regulated enterprises not shown to be a 
representative indicator of the earning 
power of companies having risks com- 
mensurate with those of the pipeline in- 
dustry. Under the financial integrity ap- 
proach, Southern examined its fixed 
charge coverages, computed on a 6 per 
cent rate of return for the period 1950- 
58, for the purpose of showing the 
need for a 7 per cent rate of return if 
Southern is to maintain its bond ratings. 
Noting that Southern’s actual earnings 
on total invested capital averaged 7.51 
per cent for the 1950-58 period, the 
commission said there was no basis for 
the assumed 6 per cent return. Neither 
approach was considered persuasive. Re 
Southern Nat. Gas Co. Docket No. G- 
20509, July 8, 1960. 


Severance of Gas Properties from Holding Company 
System Authorized 


trees Securities and Exchange Com- 
mission approved a divestment plan 
submitted by Eastern Utilities Associates 
(a holding company), Blackstone Valley 
Gas and Electric Company (an electric 
and gas utility subsidiary), and Valley 
Gas Company (a newly organized sub- 
sidiary of Blackstone), which was pro- 


posed as a means of complying with an 
earlier order issued under § 11(b)(1) of 
the Holding Company Act, directing the 
holding company to sever its relationship 
with the gas properties owned by Black- 
stone. The action constituted the initial 
step toward compliance and, according to 
the commission, was necessary to effec- 
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tuate the provisions of § 11(b) of the act 
as well as of the commission’s order. 


Stockholder Objections 


A common stockholder of Blackstone 
argued that the order did not require 
Blackstone, the subsidiary, to take any 
action. He contended that the commission 
could not approve any action which re- 
quired Blackstone to take any steps with 
respect to its properties and that the com- 
mission was limited to approval of only 
such action as the holding company itself 
might take. -This stockholder suggested 
that the proper solution was to require 
the holding company to divest itself of 
its holdings of the common stock of 
Blackstone, thereby permitting the latter 
company to continue to operate as com- 
bination gas and electric company, but 
independently of the remainder of the 
holding company system. 

The commission disagreed with this 
argument. It pointed out that the order 
stated that the holding company should 
sever its relationship with the gas proper- 
ties owned by Blackstone by disposing, or 
causing the disposition, of its direct or 
indirect ownership or control of such 
properties. Since the holding company 
was ordered to cause the disposition of its 
indirect ownership or control of the gas 
properties, the holding company, as the 
owner of more than 99 per cent of the 
common stock of Blackstone, was clearly 
directed to cause the subsidiary to take 
such steps as would have the required 
result. The proposed plan would effectuate 
such a requirement, since after its consum- 
mation the holding company would cease 
to have any indirect ownership or control 
of the gas properties. 

The commission also pointed out that 
the earlier order made it clear that it was 
only the existence of the gas properties 
of Blackstone that created any problem 
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with respect to the application of the 
standards of § 11(b) (1) of the act to the 
holding company system. The commission 
had affirmatively found that the electric 
properties in the holding company system 
were operated as an integrated electric 
utility system within the purview of the 
act and were retainable under common 
control but that the gas properties owned 
by Blackstone, the only gas properties in 
the holding company system, were not re- 
tainable. To adopt the stockholder’s in- 
terpretation, according to the commission, 
would have the effect of nullifying the 
earlier order. 

Moreover, the suggested solution sub- 
mitted by the stockholder would create 
serious problems. If Blackstone were 
severed from the system it would hold 
only 32 per cent of the outstanding com- 
mon stock and virtually the same per cent 
of the other outstanding securities of an 
affiliate, Montaup, the principal source of 
its electric energy requirements, with ap- 
proximately 68 per cent of the common 
stock and other securities being held by 
what would then be nonaffiliated inter- 
ests. 

As a consequence Blackstone would 
be required to operate, so far as its elec- 
tric department was concerned, almost 
entirely as a transmission and distribution 
company with no assurance as to the 
continuation of its source of supply. In 
addition, in so far as the holding company 
system was concerned, a 32 per cent 
minority interest would be created with 
respect to the voting power in Montaup. 
This would be contrary to the standards 
of § 11(b)(2) of the act. 

The stockholder argued further that 
the separation of the gas properties from 
the electric properties of Blackstone 
would result in a change in the corporate 
structure and existence of that company 
and that the commission was prohibited 
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from approving such action by the pro- 
visions of the last sentence of paragraph 
(2) of § 11(b) of the act. The commis- 
sion did not feel compelled to determine 
whether the plan would cause such a 
change since, in addition to the fact that 
its divestment order had become final, it 
had been issued under paragraph (1) of 
§ 11(b). This section does not contain 
the restriction to which the stockholder 
referred. The commission pointed out 
that the action which it was now taking 
in this case was the approval of a volun- 
tary plan of compliance with the outstand- 
ing divestment order and that it was not 
requiring Blackstone to take any action. 


Fairness of Plan 


The plan provided for the transfer to 
a newly created subsidiary company, the 
gas properties of the combination electric 
and gas subsidiary, in exchange for 
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first mortgage bonds, promissory notes, 
and all the common stock of the newly 
created subsidiary and the simultaneous 
sale of the first mortgage bonds and notes 
to nonaffiliated interests and a subsequent 
sale of the common stock to shareholders 
of the holding company and the minority 
shareholders of the combination sub- 
sidiary company. The commission decided 
that this was fair and equitable to the 
persons affected, since the securities to be 
received by the combination subsidiary 
company would have an aggregate book 
value equal to the net book value of the 
assets to be transferred to the new sub- 
sidiary and, upon the subsequent sale of 
such securities, the combination subsidiary 
company would obtain cash in an amount 
equal to the aggregate net book value of 
its assets to be transferred. Re Valley 
Gas Co. et al. File No. 54-225, Release 
No. 14266, August 10, 1960. 


Telephone Rate of Return. Central Ne- 
braska Telephone Company obtained the 
Nebraska commission’s approval of a rate 
increase sufficient to afford a rate of re- 
turn of 6.79 per cent on a net book value 
rate base. Re Central Nebraska Teleph. 
Co. Application No. 22201, June 22, 1960. 


Competitive Carrier Application. The 
Colorado commission denied an applica- 
tion for call-and-demand carrier authority 
to transport commercial papers for banks 
where it appeared that a number of bus 
companies, presently furnishing an ade- 
quate though somewhat lower grade of 
service to the banks, required this head- 
end traffic in order to stay in business. 
Re Bankers Dispatch Corp. Application 
No. 17623, Decision No. 54520, June 23, 
1960. 


Other Recent Rulings 


Private Carrier Permit. In granting a 
private motor carrier permit to haul a 
specified commodity, the Colorado com- 
mission pointed out that the fact that the 
advantages of private carrier operations 
do not accrue to the general public does 
not establish that such operations are not 
in the public interest. Re Cheney et al. 
Application No. 17838-PP, Decision No. 
54578, June 28, 1960. 


Water Extension Not Required. The 
New Jersey commission dismissed an ap- 
plication to require the Monmouth Con- 
solidated Water Company to extend its 
lines to a proposed industrial park, even 
though the extension would not materially 
affect the utility’s rate of return and the 
developer offered to pay a part of the cost, 
since the area was still in its initial phase 
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of development and there were not a rea- 
sonable number of prospective customers 
to warrant an extension. Mid-Monmouth 
Industrial Park v. Monmouth Consol. 
Water Co. Docket No. 602-139, June 30, 
1960. 


Jurisdiction over Contract Case. A suit 
to enforce the terms of a contract between 
a natural gas producer and a customer, as 
allegedly modified by the acts and conduct 
of the parties, is not one arising under 
federal laws, within the meaning of the 
jurisdictional statutes, a federal district 
court ruled. Pan American Petroleum 
Corp. v. Cities Service Gas Co. 182 F 
Supp 439. 


International Rate Jurisdiction. The 
carriage of freight by rail on a propor- 
tional rate from a point of origin in Can- 
ada to a border point within the United 
States for the purpose of interchange is 
not such transportation within the United 
States as will give the Interstate Com- 
merce Commission jurisdicion over the 
foreign factor of the combination rate, a 
federal district court held. Central Ver- 
mont Railway, Inc. et al. v. United States 
et al. 182 F Supp 516. 


Proof of Inadequate Service. In sus- 
taining the Interstate Commerce Commis- 
sion’s denial of a motor carrier certificate, 
the federal district court pointed out that 
inadequacy of existing facilities is a basic 
ingredient in the determination of public 
necessity for a proposed service. Filson 
v. Interstate Commerce Commission, 182 


F Supp 675. 


Exclusive Authority to Serve. The 
Kentucky appeals court held that a water 
district did not have exclusive authority to 


serve an area within five miles of a city’s 
limits where the statute did not specify 
exclusive authority but, on the contrary, 
gave the city authority to serve such area. 
City of Cold Spring v. Campbell County 
Water Dist. 334 SW2d 269. 


Uniform Rates, A proposal to estab- 
lish uniform rates for two adjacent tele- 
phone exchanges upon conversion of one 
to dial service was considered reasonable 
by the Wisconsin commission where both 
served a comparable area and the sub- 
scribers in each area were similar in their 
use of the service. Re Boulder Junction 
Teleph. Co. 2-U-5363, July 8, 1960. 


Salary Expense Disallowed. For rate- 
making purposes, the Montana commis- 
sion allowed only $7,750 of a $10,200 
salary paid to the president and general 
manager of a telephone company serving 
about 400 subscribers. Re Madison Valley 
Teleph. Co. Docket No. 4903, Order No. 
2833, June 22, 1960. 


Telephone Rate Increase Denied. The 
Wisconsin commission denied a rate in- 
crease requested by a small telephone 
company where it appeared, upon appro- 
priate adjustment of expenses and rev- 
enues, that the company was earning a 
rate of return of 6.56 per cent on a net 
investment rate base. Re Viroqua Teleph. 
Co. 2-U-5373, July 7, 1960. 


Unneeded Authority Denied. The 
North Dakota commission denied an ap- 
plication for motor carrier authority to 
transport salt since existing service was 
reasonably adequate and the proposed 
service would have a deleterious effect on 
existing carriers. Re Fischer, Case No. 
S-1526, July 18, 1960. 
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“Why make a big thing 
out of a 2000 KW plant 


AND pow 
COMPANY 


Remarks made by Sutherland 
Dows, President, lowa Electric 
Light & Power Company, at 
plant dedication, Ames, lowa. 


“Today we are dedicating this 2000 KW Electro-Motive peaking 
and stand-by plant to serve the new National Animal Disease Labo- 
ratory here at Ames. Surely the addition of this Electro-Motive unit is 
not a very big item in a system of our size. So . . . why make a big 
thing out of a 2000 KW plant? 


‘The reason it is receiving such attention is because of the unusual 
circumstances which prompted its design and installation, and the un- 
usual type of service it will render under very special circumstances. 
Many things are being done here for the first time. 


, *‘Due to the type of experimentation to be carried on in this new 
animal disease laboratory, the facility had to be guaranteed a practically 
continuous supply of electricity. Although we have a multiple source feed 
at this point, no one can guarantee the uninterrupted operation of trans- 
mission lines in the kind of weather that Iowa occasionally gives us. 


“We have operated two Electro-Motive peaking plants at Guthrie 
Center for the last four years. And, their proven efficiency and reliability 
for our kind of peaking service convinced us that a new Electro-Motive 
dual-fuel plant was the answer to our problem here at Ames. So, we 
have located this new plant here at the laboratory where it is available 
for system peaking and for almost instantaneous service in the case of 
line outage.” 


This Advertisement Explains How 
Electro-Motive serves lowa Electric Light and Power 
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This Electro-Motive plant 
supplies both peaking and 


stand-by power 


lowa Electric Light and Power’s new installation demonstrates the remarkable 
flexibility of the Electro-Motive dual-fuel plant . . . a standard unit designed to 
meet a wide range of utility operating conditions. 
The unit fulfills unusually stringent requirements of automatic area protection 
...it also operates as a remote-control peaking plant ... it qualifies as system 
reserve and as generation credit in the area pool. 


Here are some of the details of this installation: 


Automatic Dead Load Pick Up 

The 2000 K W capacity of the Electro- 
Motive plant is adequate to provide the 
non-interruptable power requirements of 
the laboratory. In addition, provision for 
automatic dead load pick up is provided 
through a unique automatic control sys- 
tem. Although the new animal disease 
laboratory is served by two separate trans- 
mission lines, the Electro-Motive plant 
is designed to provide additional power 
supply protection under any of these con- 
tingencies: (1) If a line outage occurs and 
attempts to reclose it fail, an automatic 
signal starts the Electro-Motive plant 
and brings it up to full speed, no load; 
(2) Should simultaneous attempts to tie 
in the second transmission line fail, an- 
other automatic signal puts the plant on 
load; (3) If either transmission line holds, 
the Electro-Motive plant shuts down au- 
tomatically after a three-minute running 
period; (4) If an outage occurs during 
peaking service, the plant automatically 
drops out and follows the automatic se- 
quence for dead load pick up. 

When either line is restored, the 
plant automatically resynchronizes with 
the utility system and is ready for peaking. 


Remote Control Operation 

The Electro-Motive plant will nor- 
mally supply 2000 KW peaking power 
five days a week. In this task, the plant 
is operated by remote control from Boone, 
Iowa, 20 miles distant. On signal, the 
unattended plant starts, synchronizes and 
goes on line in less than two minutes. 


Operation from start to stop is completely 
automatic. 


Duai-fuel Operation 

Dual-fuel operation was selected for 
this application because of the relatively 
long daily peaking periods. The dual-fuel 
modification of the standard Electro- 
Motive Diesel plant adds to the initial 
investment cost. But, because of its low 
heat rate (11,500 BTU/KWH), it can 
provide the total KWH required for this 
installation at a lower cost per KWH than 
can be achieved with any other type of 
peaking equipment. 

In case of low gas pressure, or loss 
of pressure, the plant automatically 
switches to Diesel fuel and back again 
when pressure is restored. 


Adaptable to Many Functions 

The inherent design characteristics 
of Electro-Motive equipment make it 
ideally suited for many of your system 
peaking and reserve requirements. Elec- 
tro-Motive plants provide: 


e fast start for spinning reserve 


e high starting torque for dead load 
pick up 

e unattended operation for remote 
peaking service 

e portability for simple installation 

e freedom from damage to components 


caused by rapid thermal changes oc- 
curring from start to full load. 


See additional details on this versatile peaking plant on the reverse side of this page. 
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Electro-Motive peaking plants 
now available in capacities 
up to 10,000 KW 


The Electro-Motive peaking equipment 
line contains both Diesel and dual-fuel plants 
in a range of sizes which permit matching the 
plant to exact requirements for the most eco- 
nomical and efficient operation at the lowest 
investment. When load growth occurs, addi- 
tional generating units may be added at low 
incremental cost to bring the plant up to de- 
sired size. 

The reliability of Electro-Motive peaking 
units results from many years of operating 


MU-20 2000 KW Diesel 
MU-14DF 1000 KW Dual-fuel 


MU-80 8000 KW Diesel 
MU-56DF 4000 KW Dual-fuel 


MU-40 4000 KW Diesel 
MU-28DF 2000 KW Dual-fuel 


experience with the 25,000 GM-567 Dies: 
engines now in service. This engine is tl 
heart of the peaking plant. Control equipmer 
for the peaking unit has evolved over a perio 
of six years through more than 100 prototyp 
plants. And, behind this proven, reliable plan 
Electro-Motive stands as a single-source mai 
ufacturer with single-source responsibility fc 
your peaking power requirements. Ask you 


Electro-Motive representative for complet: 


details. 


MU-60 6000 KW Diesel 
MU-42DF 3000 KW Dual-fuel 


MU-100 10,000 KW Diesel 
MU-70DF 5000 KW Dual-fuel 


ELECTRO-MOTIVE DIVISION 


GENERAL MOTORS LaGrange, Illinois 


Sales-engineering offices: Chicago, New York, St. Louis, San 
Francisco 


In Canada: General Motors Diesel Limited, London, Ontario 
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INDUSTRIAL PROGRESS 


Electric Utilities 


FIRS’ —This interest is in no 
sea su'den one. It is, in fact, based 
exten: ve engineering studies and 
perien. both of which underscore 
e fact that electronic techniques 
ovide s yeral advantages not to be 
lized methods, human and 
anual. 


Auton ation Part of Electric 
Util ies Expansion Plans 


For o> thing, many electric util- 
cially those with high fuel 
- accepted the fact that com- 
i‘rol systems, especially for 
ig. data logging and computa- 
»e included in future expan- 
comic justification has been 
, although on an intangible 
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me Plain Talk About Automation 


By 
CHALMER E. JONES 


VICE PRESIDENT AND GENERAL MANAGER 


basis in some cases, by reduced fuel 
costs, increased safety of people and 
equipment, less outage time of control 
equipment and less maintenance be- 
cause of monitored start-up proced- 
ures and continued surveillance dur- 
ing normal operation. 

Moreover, by constant monitoring 
of the entire generation process, it is 
possible to achieve more effective pro- 
tection against costly damage to equip- 
ment, obtain the maximum in high 
quality work from manpower by elimi- 
nating drudgery and routine and pro- 
vide essential operating data while it 
can still be used to economic advan- 
tage in terms of increased fuel effi- 
ciency. 

Second—With transistors replac- 


Control Products Division 
Daystrom, Incorporated 


ican industries in the application of industrial electronic digital 


iigere utilities of the country have taken a clear lead among Amer- 
computers to their production of electricity. 


Right now, three firms are using general-purpose electronic digital 
computers for data collection and for on-line computations in four steam 
generating plants. They include the Louisiana Power and Light Com- 
pany’s installation at Sterlington, Louisiana; the Carolina Power and Light 
Company’s at Hartsville, South Carolina; one Gulf States Utilities Com- 
pany’s station at St. Gabriel, Louisiana, and a second at a Lake Charles, 
Louisiana, plant. At least 12 other companies are either constructing sim- 
ilar systems or are ready to sign contracts for them. 

By the end of the year, two stations—the Louisiana Power and Light 
Company’s Little Gypsy station at La Place, Louisiana, and the Southern 
California Edison’s at Huntington Beach, California, will be computer- 
controlled. Moreover, the Louisiana utility has added control outputs to 
the Sterlington station computer to handle control of several sub-loops that 
were previously controlled manually. 

By the end of the year, too, Duquesne Light’s Shippingport station, 
the nation’s first station generating electricity commercially by atomic en- 
ergy, will be monitored by a computer. 


In the light of this activity, some people ask: 
Why do utilities show such interest in electronics at this time? 


The answer is two-fold: 


ing electronic tubes and with virtual 
elimination of moving parts, there is 
little to get out of order. In a six- 
month test run, the Sterlington plant’s 
computer was in service more than 
99.75 per cent of the time around the 
clock. So, Management can depend 
upon the constant surveillance provid- 
ed by the new electronic systems. 

We think that automation will be 
designed into most new plants, be- 
cause savings can be predicted when 
new installations are engineered from 
their inception with a control system 
in mind. 


Older Plants Can Benefit, Also 


The older plants’ biggest problem 
in remaining economically competitive 
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today is the cost of their down time, particular operation has been com- a computer. Once the plant is runp ) 
due to shut down or start up of opera- _ pleted; increased combustion efficiency ing 
tions. These are the two periods when (2) the intelligence to know what realized through maintaining opting 9) 2 
most damage to equipment is wrought. to do or not to do when a certain step burning conditions in the boiler ie 
So, Automation’s major savings to or steps cannot be completed, and operating conditions throu:hout 9) 4 
such plants will be in reducing down (3) the intelligence to decide if a_ rest of the plant. 10) 
time to a minimum. unit should be shut down and, if so, Here, supervision of ope: tion ' agi 

The start-up and shut-down se- on what schedule. fers from start up supervisi nina 
quences have to be programmed into In addition, the computer must be the computer system is actt illy 
the computer so as to reflect proper capable of communicating with the itoring the operation of the -ub-lo 
operating procedures. This program, human operator to notify him of trou- and taking over control if :cessdl Ther 
broadly speaking, must include: ble and of trouble’s location. Savings 

(1) the intelligence to know whena_ in operations can also be achieved by A Word About Optin:zing 


pme | 


rect O 
cient 
Optimizing, while it has a 
connotation, is included in cut 
vision of operation because ©) timizMhd {c 
adjustments will be made by manifiley ha 
lating certain pieces of equip:nent tere t 
are being monitored. erally 
The supervision of sub-lo:\p 
ment is important because such sup pti 
vision signals trouble before 
limits are reached. This will red hod 
costly shutdowns by warning the 
erator or triggering an alternate s 
tem in time to take corrective acti 
It is no exaggeration to say that 
ualties could be drastically reduced 
the close monitoring that a compu, 5, 
system would provide. 
How far should optimization Bbnditi 
computer control go? There is a pr The 
tical limit for each installation. biter 
Optimization presents a compli «aq. 
; set of ideas, problems and _possiliijer y 
} philosophies. There are several simf&coq 
hand, then, threads \ dled fairly easily by a computer sMhuting 
which are primitive tem, particularly when considered s4 story 
day arately. Examples of these are: eady 
: (1) fuel air ratio control based 
boiler load, R 
(2) unit over-pressure operati 
for peak loads and 
(3) reheat and superheat tempemflant s 
ture adjustments. utom 
If we consider these three toget pdate 
This exclusive R & S service is made possible by for best conditions, then the optimi4 g ir 
this machine of our invention tion program gets complicated Wj Tha 


cause of the interaction of the hz 
While present day office machines are far from “primitive”, their use tions (e.g., fuel-air ratio affects supply a 
in compiling rate bill analyses is un-economic and slow compared to S+ d reheat tempering: 
our “One-Step” Method. heat temperature and reheat ‘empemgigine 

Tracing the pattern of consumption with our monthly rate-bill ture, over-pressure affects both teffon w 
analyses, puts all the threads for accurate future planning in the hands peratures and manipulation of any dy 1 
of rate engineers. Besides, this always up-to-date monthly data is these variables affect unit stability. 

El 


twee! 
chec 
bmic | 
Pend 


lange 


invaluable in preparing and presenting rate cases. | sta 
__ Switching over to the “One-Step” Method can be accomplished as If a unit were to be designe 1 fort 
simply as running an adding machine tape. Full details are in our ultimate in optimization, we W0 
have to include in our consi:eratto 

(1) Unit stability (load and lo ve 
factor) t 

(2) fuel-air ratio bme 


RECORDING & STATISTICAL 


CORPORATION (5) spray water control rie 


(6) heater performance avid dra 
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nt is runnM7) condenser performance and require frequent monitoring and op- watt unit. But if two units are so 


efficiency jing w iter conditions erators usually perform this task once equipped, simultaneously, the second 
nin Opting /g) an bient air temperature and air an hour. The Louisiana Power and unit can be provided for an additional 
he boiler ter pe formance Light Company’s Sterlington com- twenty to twenty-five cents a kilowatt. 
rou:hout #9) pumping cost and pipe losses puter scans and operates on more 

; (10) fel supply and fuel contrac- than 300 points every minute, elimi- e 
pei ition @) agre: ments. nating inaccuracies due to the human Gas Industry First In 1964 
ae element. World's Fair 
actully mime Other Angles to Efficiency —_ Actually it’s possible for a computer 


the -ub-lo to scan 700 points in one minute--far THE gas industry has become a mem- 
if necess#lithere sre other variables that can beyond the capacity of a human being ber of the charter group of U. S. en- 
..,. fetop mum operation just from an or any combination of human beings. terprises to participate in the 1964-65 
tinyizingM-iency standpoint—but this is not Moreover, it’s never late; it’s never New York World’s Fair. ; ; 
, end. Unit load and load predic- groggy; it never takes time out fora Chester S. Stackpole, managing di- 

aS a cliffe@fns are important. A computer can- coke. rector of the American Gas Associa- 
in te sup cut out a feed pump at 50 per cent In conventional plants, operators tion, and Harold Massey, managing 
sé ©) timizfihd for pumping cost savings and hand-log their readings of tempera- director of the Gas Appliance Manu- 
> by maniflen have the load go right back up to tures, pressures and other indicators. facturers Association, jointly an- 
Uipvient tere the pump was needed. There are The computer logs this information nounced formation of Gas, Incorpo- 


erally dozens of examples of such automatically, completely and instant- rated, which will plan and direct all 
)-10-\p equ&risions that could be classed under ly. activities related to the creation and 


> such sup operation of a gas industry building 
efore alafliy addition to this, there are two Conventional Record Evaluation © the Fair grounds. ' 

Will redfilhods of optimization. A balance Takes Too Long Officers elected by the corporation 
ning the @iveen the two of these has to be include John E. Heyke, president of. 


Iternate SMhched. One method would be “dy- _ Once a day, operators of a conven- the Brooklyn Union Gas Company, as 
ctive actif nic optimizing’—dynamic since it tional plant collect their records and president; William G. Hamilton, Jr.; 
say that ends upon the unit load or rate of turn them over to the plant’s efficiency president of the American Meter Co., 
y reduced hnge in load. Part of this optimiza- engineers for computation and evalu- Inc., vice president; James Comer- 
a compu, routine is preprogrammed—part ation. These calculations take somuch ford, chairman of the board of Con- 

ilt up from history of operating time that days often elapse before i ae solidated Natural Gas Company, treas- 


nization [inditions and changes. sults are determined—before Manage- urer; and Stanley B. Finch, coordi- 
re is apf The second method, for lack of a ™ent knows how efficiently or inef- nator for the gas industry in the 1939 
tion. fer word, can be called “tweaking” ficiently the plant is operating. This World’s Fair, executive secretary. 

a compl “adaptive control.” Here, the com- obviously brings results to light too The two-acre gas industry exhibit, 


nd_possiffiter would make incremental changes ate to correct malfunctions. the statement said, is expected to dom- 
veral SiMfced on calculations and evaluate On the other hand, with a computer inate the Fair grounds as it did in the 
can be hahese changes. It is a “try and see” system, calculations can be called up 1939 Fair at the Flushing Meadow 
mputer sfhutine but can be used to build up a on an operator’s demand. This pro- site. Gas industry leaders estimate 
sidered s4 story. This is normally done during vides immediate information on the that the cost of planning, constructing 


s€ are: Heady load operation. performance of a piece of equipment and operating the building will total 
‘ol based or sub-system which is very important $5,500,000, most of which is expected 

Rebuild for Automation? when making operating changes that to come from gas utility contributions. 
> operati could affect efficiency or performance | Arrangements soon will be worked 


We are often asked whether an old of the plant or an individual piece of out for exhibits by all factors in the 
at tempetffant should be rebuilt specifically for equipment. It allows the operator to gas industry, including producers, 

utomation or whether it should be make adjustments to equipment and transmitters and distributors of util- 
ec togeth™pdated y more accurately control- operating variables for the best pos- ity gas and manufacturers of house- 
e optimi@@g instrumentation. sible performance under exactly exist- hold, commercial and industrial gas 
licated That's 1 question that each utility ing conditions. equipment and accessories. 
f the fumfill have :o answer by itself, prefer- The Louisiana Power and Light | Gas is the only complete industry 
fects sup@ly afte- a joint study by its own Company, for example, reports that represented in the charter Fair group, 
at tempelfmgineers or consultants in conjunc- its Sterlington information system de- the others being individual companies, 
both teflon with a system’s manufacturer’s tected an open valve that might have the Stackpole-Massey announcement 


1 of any @udy teas. gone undetected for months. It esti- said. 

tability.) mates its savings through more effi- The industry’s concept of a Fair ex- 
nel for ti Elect-onics Versus Manual cient operation in the last 18 months hibit is expected to revolve around a 
we wo Operation at $100,000. On the basis of experi- visual recording of a “century of gas 


si:eratio ence, it anticipates a further eventual progress.” This progress, Stackpole 
1 and log The r: :sons behind the advantages saving of at least one-half per cent in and Massey said, has brought gas to 
the el: tronic computer system be- fuel and efficiency. the point where it now serves more 
bine apj.irent immediately when one — We are frequently asked what it than 40,000,000 homes, does more 
mpare- the techniques of doing es- costs to equip a plant with a computer than 25,000 different kinds of indus- 
fntial j.ss electronically and in the information system. A reasonable esti- trial jobs and plays a major part in 
bnventi: sal manner. mate of this cost is $1.30 to $1.80 per the operation of hundreds of thou- 
aid draff In most plants, hundreds of points kilowatt, installed, for one 200 Mega- (Continued on page 26) 
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sands of commercial establishments, 
public institutions and military instal- 
lations. 

The exhibit, however, “will not con- 
fine itself to the industry’s past, but 
will also define its place in the space 
age, in which it already figures promi- 
nently,” their statement added. 

In addition to Stackpole, Massey 
and the officers of Gas, Inc., the fol- 
lowing are members of the board: 

Marvin Chandler, president, North- 
ern Illinois Gas Company; C. V. 
Coons, executive vice preident, Rheem 
Manufacturing Company; Wendell C. 
Davis, president, Cribben and Sexton 
Company; Joseph J. Decker, presi- 
dent, American-Standard, Plumbing & 
Heating Division; Frederick O. Hess, 
president, Selas Corporation of Amer- 
ica; T. H. Kendall, president, South 
Jersey Gas Company; Julius Klein, 
president, Caloric Appliance Corp.; 
Wister H. Ligon, president, Nashville 
Gas Company; Charlton H. Lyons, 
Sr., Lyons and Logan; E. Clyde Mc- 
Graw, president, Transcontinental 


Gas Pipe Line Corp.; Ralph T. Mc-. 


Elvenny, president, Michigan Consoli- 
dated Gas Co.; Robert T. Person, 
president, Public Service Company of 
Colorado; and L. T. Potter, president, 
Lone Star Gas Company. 


Peak Demands of Nation's 
Electric Utility Systems to Reach 
380 Million Kw's by 1980, FPC 
Estimates 


PEAK demands of electric utility sys- 
tems in the United States will rise to 
380 million kilowatts by 1980 and ap- 
proximately 437 million kilowatts of 
installed generating capacity will be 
needed to supply these requirements, 
according to new forecasts made by 
the staff of the Federal Power Com- 
mission. 

In addition, the FPC staff estimates 
that non-utility generating capacity, 
primarily in industrial plants, will to- 
tal 30 million kilowatts. Thus, total 
generating capacity will be about 467 
million kilowatts in 1980 compared 
with 174 million at the end of 1959. 

The new forecasts were made as 
part of the Commission’s continuing 
appraisal of electric load growth and 
generating capacity additions, and 
were released recently as one of a se- 
ries of periodic reports. The last re- 
port, issued June 17, 1959, predicted 
a total capacity in 1980 of 451 million 
kilowatts, or 16 million kilowatts less 
than the estimate contained in today’s 
report. 
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The staff said the revision of the 
1980 capacity estimate resulted pri- 
marily from an increase of about 6 
million kilowatts in the estimated peak 
in Region I, the Northeast, and a gain 
of about 4 million kilowatts in Region 
V, in the Southwest. 

The staff said that future demands 
in Region I, already highly industrial- 
ized and not expected to grow as rap- 
idly percentagewise as some of the less 
mature areas, will be affected by a 
number of favorable developments— 
including construction of the St. Law- 
rence and Niagara Falls hydroelectric 
power projects. The upward revision 
in Region V was made because that 
area has in recent years been experi- 
encing a substantial and sustained 
growth in electric power requirements. 

The staff also pointed out that on a 
regional basis the percentage growth 
can be quite variable from year to 
year, as shown by the fact that the na- 
tion’s overall electric energy consump- 
tion does not follow a uniform pattern 
of growth. The staff cited the marked 
variations in annual growth rates dur- 
ing the past decade, in which energy 
requirements increased from 334 bil- 
lion kilowatt-hours in 1950 to 716 bil- 
lion in 1959. Actual percentage in- 
creases from year to year, starting in 
1951 and continuing consecutively to 
1959 were: 13; 8; 10; 7; 16; 9; 5; 
2; and 10. These swings in rate of 
growth are one of the main reasons 
for the periodic revision of forecasts, 
the staff indicated. 


In forecasting the generating capa- 
city needed to supply future electric 
loads, the staff has added a reserve 
allowance of 15 percent to the ex- 
pected peak loads. One of the most 
complex problems, the staff said, is 
that of allocating future capacity 
among the types of prime mover. In 
the new estimates, 1980 hydroelectric 
capacity has been revised upward from 
about 58 million kilowatts in the June 
1959 report to nearly 69 million in 
the new report. The revision was 
based upon a more recent FPC study 
which disclosed increased interest in 
construction of hydroelectric power 
projects by both private and public 
utilities. 

Estimates of future internal com- 
bustion capacity were lowered some- 
what. Internal combustion plants rep- 
resent only a small portion of the 
total supply. The greatest portion of 
supply is now provided by steam- 
electric plants and the staff predicts 
further increases. The 1980 estimate 
of steam-electric capacity was raised 


by today’s report from 38. mil] 
kilowatts to 390 milion. Nuclear pla 
fall within the steam-electric atego 
but the report does not forcast 
1980 capacity because of t:e m 
uncertainties involved at this stage 
development of the industry 


Rolston Joins Commor weal 
Associates, Inc. 


JOHN N. ROLSTON iis } 
named business developme: 

sentative for consulting an 

engineering services by ( 
wealth Associates, Inc. He \ ill mg 
his headquarters in Commo: wealt 
Jackson, Michigan, office, cordj 
to J. R. North, president. ( >mmi 


wealth Associates is the prc essiogii, 


engineering affiliate of 
wealth Services, internatio:.il m; 
agement consulting firm. 

Mr. Rolston was forme'ly y 
president in charge of the Chica 
office of United Engineers and C 
structors, Inc., and prior to ‘hat, y 
account manager in the field of cd 
sulting management enginecring { 
Booz, Allen & Hamilton. 


Nuclear Reactor 'Goes Critic 
At Yankee Atomic Power Plar 


THE nuclear reactor for the natio 
latest atomic power plant went c 
ical at Rowe, Mass., on August 19 
The Yankee Atomic Electric Co 
pany’s plant there is the first nucled 
powered electric generating station 
New England and will begin prod 
ing power this fall for the 10 utilit 
which jointly own the facility. 

Charles H. Weaver, vice presidé 
—atomic power products for We 
inghouse, explained that the Yan 
reactor is the latest advance in 4 
development of water cooled a 
moderated nuclear reactors. Critic 
ity represents an important milesto 
in the three-year construction pf 
gram of the 136-megowati atom 
electric generating station, he s4 
The reactor is the largest yet ‘lesigiy 
and developed by Westinghouse El 
tric Corporation. 

Westinghouse and Stone ad Wé 
ster Engineering Corporation h 
been jointly responsible for he en| 
neering design of the plant. | Vestt 
house developed the nucle r 
generator and is also supp'ving 4 
turbine-generator and other _lectri 
apparatus. Stone and Web:ter ha 
dled the over-all design, 1a; out 4 
construction of the plant. 
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382 miliffyns and Roe to Install New will tie in with and supplement the at Sewaren Generating Station will 
plaid State Data-Processing electric power system on have a capacity of 342,000 kilowatts 


tric -atego System Okinawa, will cost approximately and is expected to be available for 
forcast ; _ $20,000,000. The plant, a totally en- service in 1962. 

of t:e maglIENT FIC problems involved in closed concrete structure, will be de- It is estimated that construction 
this stagef™me of the nation’s leading space signed to sustain both earthquake expenditures in 1960 will approxi- 
stry I nuck-ar projects will be solved shock and typhoon conditions. mate $145,000,000 and in 1961 will be 


the id of a compact new elec- The Kuljian Corporation’s Pow- between $140,000,000 and $150,000,- 
Nor wealf[mic co\rputer at Burns and Roe, er Division is currently undertaking 000. 
nc . The New York City firm of generating plant projects in the 
; sulting engineers and construc- United States and abroad _ totaling Lawrence to Head EEIl 
NV jis b@repovted recently it has ordered a more than 1,750,000 KW. Total con- Sales Activities 
mei repiisistor' zed IBM 1620 data proc- structed costs of these current proj- : 
an desing system as part of a continuing ects are approximately $225,000,000. CLAUDE D. LAWRENCE, vice 
y (omm@Meram ‘o expand and improve en- president in charge of sales for the 
Te \ ill maeering services. ; New Atlantic City Plant to be New England Power Service Com- 
mo: weaiipia! of the jobs on which the — Named for B. L. England Pointed chairman of the Sales Dive 
i Comm development of mi produc- “B. L. ENGLAND Generating Sta- sion Executive Committee of Edison 
pre essiofy atomic reactor at Hanford, tion” has been selected as the name Ilectric Institute for 1960-1961, it 
' Commish, and the Project Mercury of Atlantic City Electric Company’s has been announced by Sherman R. 
tional mdfiy-in-space program. In these and New power plant at Beesley’s Point, Knapp, president of EEI and presi- 
et defense, power and general in- New Jersey. dent of The Connecticut Light & 
rmcrly yey projects in which Burns and The Board of Directors at its Au- Power Cox Berlin, Connecticut. 
the Chicde plays a leading role, the system gust meeting officially named the $27 Mr. Lawrence will preside over the 
rs and Cqgers two major advantages: (1) it million plant now under construction 56-member committee which will ° 
to that, yl produce substantial savings in after the company’s board chairman, direct the activities of the other 18 
Geld of cdfculation time, and (2) it will allow Bayard L. England. committees of the Sales Division dur- 
necring fre complex engineering analyses The new plant is scheduled for ing the coming year. These com- 
in are feasible manually. completion in late 1962. It will be M™ttees, served by more than 300 sales 
“We expect to speed solution of constructed on 350 acres of land with piel representing the nation’s 
Critic’ difficult calculations as shield approximately 5,000 feet frontage on utilities, 
P| ckness for atomic reactor design, the Great Egg Harbor River in Up- promote 
wer Maar physics problems, power per Township and will have a name wal “? of electricity im the commer: 
the natioffknt heat balances, as well as distri- plate capacity of 125,000 kilowatts. ‘'@ k arm, industrial and residential 
t went citi and control of electric gen- However, the capacity is expected to markets. 
\ugust 1%ftion station output,” predicts Dr. reach 136,000 kilowatts during peak . 
sctric Col Baron, Burns and Roe’s chief operation. G-E Appointment 
irst nucle@emical and nuclear engineer, who HARRISON T. TODD has been ap- 
g stationll direct the data-processing opera- Public Service Electric & Gas to pointed Manager-Generation and 
gin Spend $145,000,000 in 1960 Auxiliaries Sales in General Elec- 
> 10 utility solve on the computer include ‘ rie’ - ic Utili 
‘lity. radar in- AS of June 30, 1960, the estimated Sales 
presid@llations, free-form structural com- cost of the current construction Mr. Todd has been Manager-Elec- 
for Wefttations, and stress analyses on steel 8T@™ of the Public Service Electric sie Utility Sales in the Electric 
“tramework and Gas Company, Newark, New [Utitit cial Secti f th 
the Yan _ Jersey, based upon recent prices, 4 y 
ance in turns and Roe’s decision to ac to pparatus Sales Division. _ 
cooled afte additional 000 of which $201,000,000 the appointment, 
defense ara elec. clectric facilities and $19,000,000 was ancmission: and Sales 
Bigeye he power en being handled by for gas facilities. said Mr. Todd will direct needa 
ie While the current construction pro- to better serve customers in the elec- 
ge gram will require large expenditures tric utility industry. 
Kuliian Designs New Steam for electric transmission and distribu- 
house Fewer tor tion facilities and gas distribution William E. Scott Named Vice 


plant, the larger portions are for the ° ° 
completion of the new Mercer gen- President of Irving Trust 


2 id Wé erating station and related facilities IRVING Trust Company announces 
ation hall and the installation of an additional the promotion of William E. Scott 
or he eng: | turbine-generator and related facili- from assistant vice president to vice 
t. Vestilifinawa in the Ryukyu Islands, has ties at Sewaren Generating Station. president. 


leor, Steife 2 to The Kuljian Corpora- The Mercer Generating Station will Mr. Scott is with the bank’s Public 

op ying Win, Phiiadelphia engineers, by the have two turbine-generator units of Utility Department and assists in the 

or lectriflorps of Engineers, U. S. Army En- 320,000 kilowatt capacity each, the supervision of its business throughout 

eb. ter hafineer District, Okinawa. first of which is scheduled for serv- the country. He has been associated 

la; out Ai The new thermo-electric plant, to- ice in December 1960, and the second with Irving Trust Company since 
ther with transmission lines which in May 1961. The unit being added 1945. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 


64 years of leadership in property valuation 
mre AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 


CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI! (SINCE 1915) 


BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 hteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 


BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 


Engineering and Design © Research and Development ¢ Construction © 
Electric, Steam and Hydro Plants © Aeronautical and Missile 


a Facilities @ Surveys © Nuclear, Chemical and Industrial Plants ¢ 
Transmission © Distribution © Reports 
“= 160 WEST BROADWAY, NEW YORK 13, NEW YORK 


Washington, D. C, e Hempstead, L. I. e Santa Monica, Calif. 


SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 


Mention the FortNIGHTLY—It identifies your inquiry 


PUBLIC UTILITIES FORTNIGHTLY—SEPTEMEER | 


| Jae 
} 
| | 
CK VEAT 
«45 
\ 
7 
PTE! 


PROFESSIONAL DIRECTORY 


(continued) 


DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 
geo hysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
e 


sign and construction, 
GO NEW YORK SAN FRANCISCO HONOLULU 
PORTLAND ATTLE ATLANTA SALT LAKE CITY 


CHICA 
LOS ANGELES 


DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 


NEW YORK PHILADELPHIA CHICAGO 
Design — Electric Line Construction — Management — Reports and Valuations 


Engineering 
- Construction 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-g3s 
EMPIRE GAS 
ENGINEERING CO. 


P.O. Box 1738. : + industry 
Atlanta 1. Georgia 


F2 ford, Bacon & Davis 


BaD VALUATION En inecrs CONSTRUCTION 
REPORTS Gg : RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 


FOSTER ASSOCIATES, INC. 


Rate Cases © Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 


(Professional Directory Continued on Next Page) 
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Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 


GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 


GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
New York 5, N. Y¥. 


HARZA ENGINEERING COMPANY 
Consulting Engineers 
Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLAN AND DAMS — TRANSMISSION ES — FLOOD CONTROL — 
GATION — RIVER BASIN DEVELOPMENT 


400 West Madison i Chicago 6, Illinois 


HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 


JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 


Mention the FortnicHtLy—It identifies your inquiry 
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Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 

Kellogg’s electronic computer, retths to consulting engineers and engineering 

individualized on your company forms. departments. Write for details to: 
FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 


Tee Kuljian 
NGINEERS CONSTRUCTORS 
POWER PLANT SPECIALISTS 


SURVEYS INVESTIGATIONS REPORTS 


1200 N. TT See PHILADELPHIA 21, PA. 


ee S. Leffler, Engineers Associated 


Utility # Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES aaeata 
oa OF RETURN and UNIT COSTS for use in saan 


WANoNe RATE CASES AND MODERNIZATION of Rate Structures “PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS. --DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—-REPORTS 


120 Broadway New York 


CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON. MASS. oe CHARLOTTE, N. C. 


MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


@ complete management 
@ consultation 
[MANAGEMENT| special investigations 
NATIONAL CITY MANAGEMENT COMPANY 
— Prudential Plaza — Suite 3500 e Chicago 1, Illinois © §MOhawk 4-6500 


NATIONAL CITY 


Pioneer Serviee & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 


(Professional Directory Continued on Next Page) 
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(continued) 


Special Operating Studies 
Planning and Design : 
Reports for Financing 


Economic Studies 
Regulatory Representation 1025 ave: N. W., dD. C. 
61 Broadway, New York 6, W. 


SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 


SARGENT & LUNDY 
ENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


STANDARD RESEARCH CONSULTANTS, INC. 
Rate of Return © Valuations ©@ Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Warkins 46400 New York 14, N. Y. 


TONE WEBSTER 
BOSTON 


PITTSBURGH 
ING CORPORATION HOUSTON 
SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
ONS + CONSULTING ENGINEERING Sond 


Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


Mention the FortNIGHTLY—It identifies your inquiry 
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BURNS & McDONNELL 


le. 


Engineers-Archit 


4600 E. 63rd St. Traffieway 
Kansas City 41, Missouri 


LUTZ & MAY COMPANY 


Consulting Dngmeers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6. Mo. 


EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic ‘auations, Reports ond 
Cost Studies 


910 Electric Building 


Indianapolis, Ind. 


MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


G CONSOLIDATED 
GAS SERVICE CO. 


327 So. LaSaHe St., Chicago 4, IL. 


PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories ix Principal Cities 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Reports Ap 
Original Cost and Depreciation Studies 
Rate Analyses—ineurance Surveys 


HARRISBURG, PENNSYLVANIA 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
PoweER STATION—INDUSTRIAL— 
COMMERCIAI—TRANSMISSION LINES— 
DISTRIBUTION 


2416 8. MICHTGAN AVE., CHICAGO. ILL. 
Angeles Tampe 


INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plaats 
Power Systems—iadusirial Plants 
Studies—Reports 


Sen Francisco Washingtes 


Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
ingineers aad Consultants 
DESIGN AND SUPERVISION OF CONSTRUCTION 


UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISAIS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 


A, W, WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portand 


Inspector: stationed throughout the U.S.A. 


Mention the FortNIGHTLY—It identifies your inquiry 
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PROTECTION 


Che mical’s Hotline Enamel provides oil-o-static 
kwitho it a rugged outer coating. It prevents corrosion 
o oil leaks—a vital power line factor. 


he-job—Allied Chemical Job-Matched Hotline 
| otective coating shields against the damaging 
il stress, internal electrical heat, and the corro- 
reflects of water and soil chemicals. Proved in labora- 
‘a one year immersion in salt water solution 
zh resistivity whereas all asphalt enamels 
y low resistivity. Proved in company balance 
only is Allied Chemicals Hotline Enamel’s ini- 
s far below ‘asphalt mastic, it also repays itself 
tthe y: rs with worry-free protection. 


HOT POWER LINES 


Provides improved protection under these conditions: 


1. On pipe type cables or “‘oil-o-static lines’ subject to 
internal electrical heat. (Up to 180° F. down to -10°F.) 

2. Warm, swampy areas or other places where excessive 
soil stress is encountered. 

3. Areas where backfill and trenches are rough, rocky or 
contain foreign objects which penetrate softer coatings. 
4. Hot gas pipelines, on discharge side of compressor 
stations where line is above 120° F. 

5. Pipelines (such as heated fuel lines) where tempera- 
tures are consistently high most of the time. 


Field Service Experts are at your call for technical assist- 
ance that can save you maintenance time and costs. 


PLASTICS AND COAL CHEMICALS DIVISION 
40 Rector Street, New York 6, N. Y. hem ical 
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General Electric reports on developments in...DISTRIBUTION 


General Electric's Permalex” Insulation 
Takes the Steam Out of an Old Problei 


ACCELERATED AGING of scaled-down her- 
metically sealed insulation systems (above) in 
ovens (below) gives scientists in G.E.’s Insula- 
tion Lab important data on thermal resistance 
and compatibility of materials. 


in Transformer Desig: 


GENERAL ELECTRIC’S PERMALEX INSULATION SYSTEM is om . 
the most significant developments in the last 25 years. Qi 
literally, it takes the steam out of the old problem of ther: 
degradation of insulation systems in distribution, netw« 
and medium transformers. 


WATER, formed under higher operating temperatures, cau 
deterioration of all insulation components. The weal 
link, therefore, until the development of Permalex insi 
tion, was kraft paper, whose cellulose structure inclu 
water-forming hydroxyl groups. 


TO MARKEDLY REDUCE WATER FORMATION, scientists 
General Electric’s Insulation Materials Laboratory, ai. 
evaluating many alternatives, hit upon cyanoethylation | 
paper pulp as the best solution. In this process, cyanoetl 
groups replace the most weakly held hydroxyl groups 
the cellulose molecule, altering its chemical structure. H y- 
droxyl groups which are not replaced have their chemi: al 
bonds strengthened. 


BENEFITS of this important development are either greaier 
transformer loadability or longer transformer life. This is 
true because: 

@ Thermal resistance of kraft paper insulation is increased 
at least 20°7 in the range of 150 to 175C. 

@ The dielectric life of even the best enameled wire, such 
as Formex* wire, is also increased. 

@ The life of the transformer oil is increased. 

@ Cyanoethylation is a chemical reaction with the kraft 
pulp; it is not an additive or scavenging process with 
materials that can be dissolved out to contaminate the 
oil or induce corrosion of metal. 

@ Cyanoethylated kraft paper is completely compatible 
with all other materials used in General Electric trans- 
formers. 


A 20 PERCENT THERMAL uprating of distribution transform- 
ers originally announced by General Electric scientists :n 
1959 now appears to be quite conservative after a yea” 
experience with Permalex insulation. The direct and quan i 
tative relation of thermal improvements to higher tra:s 
former load-ability is of great fundamental importance ° 
the industry and may well foreshadow a revision of indusi’ 
standards. Meanwhile, you may profitably utilize the hig! : 
kva 55°/65° ratings appearing on all General Electric « 
filled distribution, medium and network transformers. 
SAVINGS that you can realize with General Electric dist 
bution, network, and medium transformers can be spell | 
out for you by your Genera! Electric Sales Engineer. C |! 
him today. General Electric Company, Schenectady 5, N. 


* Trademark of General Electric Co. 60 
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